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ECONOMIC & SOCIAL AFFAIRS 


Weekly Survey of Currency Exchange Markets 


934C0661A Moscow KOMMERSANT in Russian 
No 45, 7-13 Dec 92 pp 8-9 


[Unattributed report under the rubric “Prices and Quo- 
tations’: “Survey of Currency Markets: Currency 
Trading Has Become Dangerous”) 


[Text] In contrast to the first week of December, when 
trading sessions of the Moscow Interbank Currency 
Exchange showed a clear trend towards a lowering of the 
dollar exchange rate, the beginning of last week was 
characterized by a significant growth in this rate at 
Moscow trading sessions and its subsequent stabilization 
at the 419 rubies [R|/dollar mark. Exchange quotations in 
St. Petersburg have remained unchanged over the course 
of two weeks now, amounting to R417/dollar. 


The main factor influencing the state of affairs in the cash 
currency market was the massive application of sanctions 
on the part of law enforcement organs at the end of last 
week. 


Article 88 Has Begun To Operate 


One of the main events influencing rate dynamics in the 
cash sales market last week was the beginning of appli- 
cation of administrative and criminal sanctions with 
respect to currency traders by law enforcement organs. 
As KOMMERSANT reported previously (see KOM- 
MERSANT dated 10 December), Moscow militia sub- 
units received a directive from the city procuracy to 
initiate a check of nonfunctioning laws of Russia's Crim- 
inal Code—Article 88 of the Criminal Code of Russia in 
particular (violation of regulations on currency opera- 
tions) (see p. 30). 


As a result, instances in which currency traders on the 
streets were detained became significantly more frequent 
at the end of last week. According to information 
obtained from currency speculators, the intensification 
of administrative and criminal sanctions applied with 
respect to violators of Article 88 has begun to result in a 
decrease in currency exchange operations. We expect in 
the very near future to see a constriction of the sector of 
retail traders in the currency market along with a further 
divergence in buy and sell rates. In this regard, retail 
currency speculators will intentionally lower the buy 
rates in order to compensate for the decreased turnover 
in their operations due to the augmented margin 
between buy and sell rates. This will lead to a further 
reduction in the quantity and volumes of retail currency 
exchange operations. 


Currency speculators with a stable clientele, who engage 
in wholesale currency exchange operations, now find 
themselves in a more advantageous position than retail 
traders, as a consequence of tueir decreased vulnerability 
with respect to law enforcement organs. In the very near 
future we should expect an increased rate of buying and 
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selling from the wholesale currency speculators, Specifi- 
cally, the dollar exchange rate for retail traders at the end 
of last week was R425-450/dollar—buy, and R480/ 
dollar—sell. The “telephone” exchange rate was on the 
level of R460/dollar—buy, and R470-480/dollar—sell. 


Under these conditions, bank centers which carry out 
currency buying and selling operations find themselves 
in a more advantageous position than the street currency 
traders. With the aim of attracting currency which is 
being withdrawn from retail circulation in the present 
situation, at the end of last week they increased the buy 
rate to R455/dollar (All-Russian Currency Exchange 
Bank). 


In this regard, according to law enforcement organs, the 
lower limit of criminal transactions in the cash currency 
market in Moscow has not yet been determined. Expe- 
rience shows that the most effective method of avoiding 
responsibility for violating regulations on currency 
exchange operations at the present time is to purchase 
certificates in commercial banks which confirm an offi- 
cial source of acquisition of the currency. According to 
information received from banking circles, today it can 
cost about 5-10 percent of the declared amount to obtain 
such documentation. 


One can see from the tables [not reproduced] how 
demonstrable, as compared with last week, is the 
reduced effectiveness of operations carried out in accor- 
dance with the “‘sell-buy” pattern, and accordingly —the 
increased effectiveness of “buy-sell” operations, which 
can be explained through the reduced number of cur- 
rency exchange operations, common to all regions (pri- 
marily by virtue of decreased participation in this 
respect on the part of retail currency traders), and as a 
consequence, the smaller difference in rates between 
currency trading centers. In this manner, only currency 
speculators with a stable clientele and established ties 
with traders from other regions can reach maximum 
effectiveness in the conduct of such operations. 


+75, / Rate at the Currency Exchange Is Stabilizing 
for the Time Being 


Trading sessions at the Moscow Interbank Currency 
Exchange on 8 December began with an initial demand 
of $64.23 million and supply of $48.94 million. In this 
manner, as opposed to the 3 December trading session 
when demand and supply amounted to $41.86 million 
and $57.25 million, respectively, the initial demand on 8 
December substantially exceeded the supply (by $15.29 
million). As a result, the dollar rate at the exchange 
increased 21 points over the previous trading session and 
reached the R419/dollar mark. $58.13 million was sold 
at this rate, almost $4 million more than the outcome of 
the previous trading session ($54.48 million). Observers 
note that the Central Bank, as a result of phased inter- 
vention carried out in the amount of about $15 million, 
managed to restrain a more headlong increase in the 
dollar exchange rate, in which regard the $1 million put 
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up for sale by the Central Bank at a rate of R419/dollar 
enabled it to close the trading session. 


An increase in volume of currency exchange operations 
was noted at trading sessions of the St. Petersburg 
Currency Exchange on 9 December. In particular, the 
initial supply increased by $2.59 million over that of the 
trading session 2 December, amounting to $7.04 million. 


In this regard, demand increased by just $1.36 million, 
amounting to $6.37 million. In contrast to the Moscow 
trading session of 8 December, the entire currency 
volume integrated by the Central Bank was put out 
immediately at the trading session. As a result, supply 
exceeded demand by $0.67, and this served as the 
immediate cause of stabilization of the rate at the 
exchange on the level of R41 7/dollar, fixed 2 December. 
Total volume of sales came to $6.47 million, $1.46 
million more than for the previous trading session. 


Supply exceeded demand (by $2.23 million) at the 10 
December Moscow trading session as well. Initia! supply 
amounted to $55.87 million, demand—$53.44 million. 
Currency intervention conducted by the Central Bank at 
the beginning of the trading session, amounting to $4-5 
million according to information from banking circles, 
enabled it to hold the dollar rate back at the mark of the 
previous Moscow trading session—R419/dollar. $54.76 
million was sold at this rate—$3.37 million more than at 
the 8 December trading session. 


Regional Exchanges: Selling Is Fine, but Settlement 
Transactions Are Nauseating 


Over the course of the past week, a low degree of 
business activity on the part of participants in exchange 
trading sessions continued to be observed in the regional 
Russian currency exchanges, and as a result—a relatively 
low sales volume. Exchange specialists relate this to the 
unresolved problem of settlement transactions for 
trading session results. 


The 9 December trading session at the Urals Regional! 
Currency Exchange, begun with an initial rate of R408/ 
dollar, wound up at the R418/dollar mark. During the 
course of trading sessions, a number of banks in Tyumen 
Oblast put up for sale additional lots of currency 
resulting in $2.85 million being sold at the rate of 
R418/dollar. The greatest activity was displayed by 
banks representing major export enterprises of Tyumen 
Oblast. $1.42 million was sold at the trading session | | 
December at the rate of R418/dollar. According to 
information received from the directorship of the Urals 
Currency Exchange, problems associated with settlement 
transactions for trading session results will remain until 
mid-January, due to the vague time frame associated 
with obtaining official authorization from the Central 
Bank for opening a clearing-settlement center and diffi- 
culties related to outfitting it with technical equipment. 


At the 11 December trading session of the Siberian 
Interbank Currency Exchange, the initial rate was estab- 
lished at the level fixed at the latest trading session of the 
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Moscow Interbank Currency Exchange—R419/dollar. 
The initial demand amounted to $0.45 million, supply— 
$0.16 million. The trading session resulted in fixing a 
rate of R425 to the dollar, at which $0.23 million were 
sold. In the words of Nikolay Anokhin, chairman of the 
exchange council, a time frame for establishing the 
exchange settlements center has not yet been deter- 
mined, this due to the absence of agreement among the 
founders as regards financing of the settlements center. 


According to Vladimir Korolkov, exchange council 
chairman of the Rostov Interbank Currency Exchange, 
all organizational measures have presently been com- 
pleted with respect to preparation for obtaining a license 
from the Central Bank of Russia for the right to conduct 
currency exchange operations. The exchange director- 
ship expects to obtain the license next week. According 
to Igor “edoseyev, executive director of the exchange, 
settlements between trading session participants prior to 
establishment of the settlements center will be carried 
out through the Rostov Promstroybank. Initially only 
founders and members of the exchange will be able to 
participate in trading sessions, but it is planned that later 
on all banks which hold licenses granting the right to 
conduct currency exchange operations will have access 
to participation at the trading sessions. 


Russian currency exchange quotations: 


Moscow Interbank Currency Exchange, Moscow, 8 
December: rate at the exchange—R419/dollar; sales vol- 
ume—$58.13 million. 


Moscow Interbank Currency Exchange, Moscow, 10 
December: rate at the exchange-—R419/dollar; sales vol- 
ume—$54.76 million. 


St. Petersburg Currency Exchange, 9 December: rate at 
the exchange—R417/dollar; sales volume—$6.47 mil- 
lion. 


Urals Regional Currency F: -.i.ange, Yekaterinburg, 9 
December: rate at the exchange—R418/dollar; sales vol- 
ume—$2.85 million. 


Urals Regional Currency Exchange, Yekaterinburg, 9 
December: rate at the exchange—R41 8/dollar; sales vol- 
ume—$1.42 million. 


Siberian Interbank Currency Exchange, Novosibirsk, | | 
December: rate at the exchange—R425/dollar; sales vol- 
ume—$0.23 million. 


Weighted-average rate: R418.87/dollar. 


Russian Ruble Going Up in Price Most Vigorously in 
Ukraine 


Thanks to the relative stability of the dollar rate at 
Moscow trading sessions over the past week, the price of 
the Russian ruble continued to rise in currency markets 
of most foreign countries in the vicinity. 
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The National Bank of Ukraine increased the official 
bank rate of the Russian ruble over the course of the 
week from 1.44 to 1.51 coupons per ruble. In this regard, 
bank personnel stated that in calculating official coupon/ 
ruble rates, they based their information yet again on 
data from currency trading sessions in Moscow and 
Kiev. At the same time, market quotations for the 
noncash ruble also increased, amounting by the end of 
the week to 1.51 coupons/ruble for buy and 1.56 cou- 
pons/ruble for sell. 


According to data from commercial structures, the rate 
of the noncash ruble, used in so-called “transfer barter” 
operations and mutual crediting, was within the limits of 
1.3-1.8 coupons/ruble for buying the Russian ruble and 
more than 2.5 coupons/ruble for sell, depending on the 
size of the transaction and time frames of payment. 


Operations conducted according to the “transfer barter”’ 
pattern presuppose the conclusion of a special agreement 
between Ukrainian and Russian enterprises. According 
to the agreement, the Russian side receives Ukrainian 
goods and effects payment, within their cost limits, of 
the bills of the Ukrainian contracting party which are in 
turn presented to it by other Russian enterprises. 


The system of mutual crediting is one in which Russian 
enterprises pay bills presented to Ukrainian contracting 
parties in Russian territory in rubles, and Ukrainian 
enterprises pay bills presented to Russian enterprises in 
Ukraine—in karbovantsy. There is no transfer of mon- 
etary assets across state borders in this system and the 
time required to effect settlements is significantly 
reduced. Operations performed between Russian and 
Ukrainian enterprises according to the mutual crediting 
scheme are carried out through the ruble accounts of 
branches of Russian and Ukrainian commercial banks. 
Last week, in particular, following a certain stabilization 
of the ruble on the currency exchange, transactions were 
fixed for receipt of noncash rubles in Moscow at the rate 
of 1.8 coupons/ruble, with their subsequent sale in 
Ukraine at the rate 2.5 coupons/ruble. 


It is expected that the sale of Russian rubles will begin 
the end of December on the currency exchange of the 
National Bank of Ukraine. Interest here is fairly great. In 
this regard, there will be no quotas respecting applica- 
tions for participation in ruble trading sessions on the 
part of resident banks of Ukraine. Thus, vindication is 
seen for the prediction of KOMMERSANT experts that 
the actual disintegration of the ruble zone in its present 
form, where a single currency is used in the territory of 
several states, will lead not to ruble interventions into 
Russia, but on the contrary—to their drain into the 
foreign countries in Russia’s vicinity. This is caused not 
only by higher quotation of the Russian ruble as com- 
pared with its analogs in the republics, but by the fact 
that Russia constitutes a creditor of its nearest foreign 
neighbors (see KOMMERSANT 26 November, p 2). 
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IFC Aids Small-Scale Privatization in Nizhniy 
Novgorod 


93440579A Moscow DELOVIE LYUDI in English 
No 28, Nov 92 pp 46-47 


[Article by Lyalya Arslanova: “Privatization Opens a 
Closed City"} 


[Text] Established in 1956 as an independent affiliate of 
the World Bank, the IFC [International Finance Corpo- 
ration} has busily promoted private business in its 145 
member countries. Over the past few years it has thrown 
its weight behind some | 20 projects in 40 countries, with 
a combined investment of $9 billion a year. 


The IFC extended its activities to cover Russia a year 
ago. It set up a task force of international experts with 
experience in auction-based privatization in Poland and 
Czechoslovakia to help promote private ownership in 
this country. 


Following an analysis, they identified four areas where 
IFC expertise could be effective: the conversion of 
defense factories to civilian output, the food industry, 
agriculture and the privatization of small companies. 
Privatization of small firms in Nizhniy Novgorod is just 
part of the large IFC project in Russia. 


Local Opposition 


IFC officials point to two reasons influencing their 
choice of the region. First, they needed a medium-size 
municipality typical of Russia. Neither Moscow nor St 
Petersburg fit this description, because they are unique 
cities with turbulent political environments. The IFC 
also searched for a city where their project would be 
readily supported by local authorities. They found such 
enterprising people, ready to take risks, in Nizhniy 
Novgorod: Governor Boris Nemtsov, Mayor Dmitri 
Bednyakov and regional council chairman Yevgeny 
Krestianinov. They proclaimed their city a pioneer in 
small-scale privatization and bore the wrath of many 
locals opposed to the idea. “Why humiliate the work- 
force?”, “Privatization is the collectivization of 1929,” 
““Bednyakov (from the Russian word for ‘poor person’), 
whose side are you on?”, and “(prime minister Yegor) 
Gaydar and (vice premier Anatoly) Chubays, go find 
another city for your dubious experiments!”’ are just 
some of the slogans held by demonstrators at a protest 
rally outside the community center, in which privatiza- 
tion auctions were held. The picketers’ only demand was 
an end to what they called the sell-off of municipal 
property. State retail outlets resisted the sale more than 
anyone. 


Money Should Work 


Under the IFC plan, all Russian nationals are entitled to 
register as potential buyers. Firms are auctioned by 
sealed bid. If they submit the winning bid, a shop's staff 
receives a 30-percent discount on the sale price and the 
right to spread payments over a year. Control is then 
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exercised for some time over labor turnover so that new 
proprietors cannot abuse their property rights. For 
example, Marina Bortman, a young business-person and 
an economist by training, bought a hairdresser’s, which 
she intended to turn into a food store. She did not plan 
to retain old employees in any capacity. Marina was very 
categoric: “The new commercial entities do not need 
people who have worked in the state service industry.” 
Russia now has a fledgling class of real-estate owners: the 
hairdresser’s was the second purchase by Marina and her 
firm Kontes. Her husband also has a company of his 
own. 


Retail-trade workers are holding onto their positions: by 
September Ist, of the 3,000 outlets marked for privati- 
zation, some 800 had been sold. More than a third of 
these were bought by their own staffs. 


The authorities announce the sale of a particular shop 
just two weeks before the bidding. This forces prospec- 
tive buyers to be decisive and inventive. For employees 
teaming up to acquire their shops, money is the hardest 
thing. Still, the funds are found if there is a will. The staff 
of bookshop No 20 bought it out for R1.5 million. The 
four of them desperately battled for their existence at the 
auction. They explain that, “For us, it was a matter of 
life and death: to purchase it or be left without a job. We 
are now thinking of converting the shop into an antiques 
shop, as we have to repay the money we borrowed.” 


The municipal authorities are not particularly concerned 
about the money’s origin. “All this talk about the shadow 
economy is mostly something benefiting the shady 
dealers themselves,” Mayor Bednyakov says. “We would 
be happy if all ‘unearned income’ made in the Brezhnev 
years surfaced here; then it would start working for 
society.” 


How can privatized shops be stocked with goods if no 
one produces the goods? This worries people in Nizhniy 
Novgorod, but the IFC has studied the experience of 
Czechoslovakia and Poland. It showed that privately- 
owned shops surmount all imaginable and unimaginable 
difficulties. ““Despite everything, they are persistently 
being filled with more goods all the time,” says invest- 
ment expert Gretchen Wilson. She observes that within a 
mere six months, the shops change beyond recognition, 
which helps to convince even the staunchest opponents 
of private property. 


Still, in Nizhniy Novgorod the situation is as follows: 
privatized shops close for repairs for a month or two 
immediately after the auction. Many are in a pitiful 
condition. On reopening, they operate in a new mode, 
often with new personnel. In most cases, the authorities 
sell not the shop itself, but a lease with the right to 
ownership after the lease expires. Still, IFC experts 
believe this is the beginning of real privatization because 
the shop gets a real owner. 


Can small-scale privatization succeed without the priva- 
tization of big factories? “Yes, this is exactly how it all 
happened in Poland and Czechoslovakia. Large-scale 
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privatization is more painful, but it does not adversely 
affect small-scale privatization,’ observes Anthony 
Doran, head of the IFC department for the former Soviet 
republics. IFC experts have worked out a package of 
documents that municipal officials can use to effect 
privatization schemes on their owr The 20 guiding 
principles include: ‘It is imperative to choose a uniform 
method of privatization,” “Avoid concentrating prop- 
erty (in the hands of a few people),”’ “Preference during 
the first round of auctions should be given to Russian 
citizens,” and “The privatization of wholesale trading 
and transport companies should follow small-scale 
privatization as soon as possible."’ 


Who Supports the Project? 


Initially the IFC had only $700,000 to provide con 

sulting services, which, according to expert opinion, was 
a fairly small amount for projects of this size. When the 
money was spent, mostly on high-class specialists, the 
IFC had to look for funding to keep the project going. It 
approached the European Community and the Swedish 
Fund. The latter, in particular, subsidized the hiring of 
lawyers to support the project. The British Foundation 
for Know-How Funding has made finencial resources 
available to privatize the transport infrastructure in 
Nizhniy Novgorod, a project launched several months 
after the privatization of retail trade, service centers and 
public food outlets. 


“Am I satisfied with the privatization process in 
Russia?” asks Roger Gale, an IFC representative in 
Russia. “I do not believe the government was able to 
move faster, because of the political situation here. A 
tremendous number of enterprises are being privatized 
in this country at present. This ‘s more than were 
privatized throughout the ‘80s in the whole of Western 
Europe. Privatization is proceeding at an adequate 
level.” 


The IFC is selecting a third city after Nizhniy Novgorod 
and Volgograd in which to carry out small-scale privati- 
zation. 


Russian Banks’ Equity/Assets Ratios Analyzed 


934A40579B Moscow DELOVIE LYUDI in English 
No 28, Nov 92 pp 56-58 


[Article hy Vsevolod Lvov: “Do Russian Banks Have 
Enough Capital?”’; first paragraph is DELOVIE LYUDI 
introduction] 


[Text] Russia's largest commercial banks seem to have 
considerable assets. However, nominal assets are less 
important than a bank's stability. Traditional equity/ 
assets ratio analysis provides a discouraging picture, 
showing that some Russian commercial banks lack ade- 
quate capital. 


Up to now, Russian commercial banks have not effi- 
ciently fulfilled their task of furnishing the necessary 
means of payment for goods and services. Moreover, 
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given their shaky positions, many cannot be regarded 
now as a reliable place to save money. 


In DELOVIE LYUDI (June 1992), Vladimir Morozov 
lists Russia's 30 largest commercial banks. These banks 
are selected and ranked on the basis of their authorized 
capital, which is roughly the same as equity. Often 
applied in analyzing Russian firms, this approach by 
itself does not provide a real picture of their positions. 


The Big Picture 


More common world practice is to evaluate a bank's size 
by the amount of its operating capital. Commercial 
banks generally have low operating leverage, due to a 
very small share of fixed assets as a percentage of total 
assets. If no other data is provided, total assets can be 
used as a measure of operating capital. In this case the 
“balance” (i.e., the total of the balance sheet) item 
should be applied. 


Using this approach would result in quite a different 
ranking of Russia’s largest commercial banks. If Mr 
Morozov had applied this method, other banks could 
have appeared on his list. 


Using his data, one can also calculate the approximate 
equity/assets ratio for the aforementioned banks. This 
ratio is generally used to estimate the extent to which a 
commercial bank is capable of covering the inevitable 
losses in its business. These losses are mainly loan losses, 
but a drop in the price of other bank assets, such as 
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government bonds, should be covered as well, Losses can 
be absorbed only by a bank's core capital, i.¢., equity, 
retained earnings and reserve capital. 


Since no data 1s available on the reserve capital of these 
banks, only the authorized capital item can be used to 
compute the equity/assets ratio for the 30 largest Russian 
commercial banks, Doing so will not distort the picture 
much and will give fascinating results. It can indicate 
some of the potential problems facing Russian commer- 
cial banks. 


The lower a bank’s equity/assets ratio, the higher is 
return on equity (ROE). EF very unit of money invested by 
s. .eholders earns more. Too large a ratio indicates that 
a bank is not utilizing possibilities for growth and so is 
losing potential profits. For this reason, banks are 
inclined to keep their equity/assets ratio low. Yet, the 
lower a bank’s rat'o, the more vulnerable the bank 1s to 
losses and hence the riskier it 1s to deal with. A bank with 
a very low equity/assets ratio can hardly be considered 
solid. Therefore, regulators in many countries are con- 
cerned with preventing banks from having too little 
equity in proportion to their assets. 


A Margin of Safety 


The equity/assets ratio varies over time and between 
different countries, but for the last decade it has consis- 
tently stayed within the range of 3.0-9.3 percent. It 1s 
almost impossible to find a foreign bank with an equity/ 
assets ratio as extreme as those in the accompanying 
table (0.3 percent or 48.4 percent). 





Equity/Assets Ratios of Banks, 1980-1989 (percent) 



















































































1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
Canada 3.0 3.5 3.7 4.1 4.4 4.6 $.0 4.8 $1 5.1 
France 2.1 2.0 2.2 2.4 2.7 3.7 45 4.9 54 | 5.6 
Germany 3.3 3.3 3.3 3.3 3.4 3.5 4.5 4.9 54 |S 6 
Japan 5.3 5.3 5.0 5.2 5.2 4.8 4.8 4.8 4.9 §.2 
Luxembourg 3.5 3.5 3.5 3.6 3.8 4.0 4.1 4.1 4.| 4.2 
Netherlands 4.2 4.3 4.6 4.7 4.8 5.0 5.2 5.6 5.5 5.3 
Switzerland 7 
—4 largest banks 1.6 11 73 7 11 78 7.8 79 80 | 8.7 
—ail banks 1.6 15 7.5 14 18 719 8.0 8.0 8.0 8.4 
United Kingdom iz 
—4 largest banks 6.9 6.5 6.4 6.7 6.3 79 8.4 8.2 89 | 80 
—all banks 5.0 4.5 4.1 4.4 4.5 5.5 5.4 6.0 6.3 6.5 
United States 
—9 money-center banks 4.5 4.6 4.9 5.4 6.2 6.8 13 8.2 92 | 93 
—all reporting banks 5.4 3.4 5.6 3.9 6.5 69 | 72 79 81 | 82. 





Source: International Monetary Fund, World Economic Outlook, May 1991. 





for future expansion and have not had enough time to 
increase their assets. However, such names as AvtoVAZ 
Bank and AKIB NTP are not new among Russian 
commercial banks (although the commercial banking 
sector itself is just forming). For them, there might be 


Russian banks with extremely high ratios (say more than 
12 percent) are operating far below their capabilities. 
The fact that a number of these banks have recently been 
founded partially accounts for this situation. They are 
concentrating mainly on establishing a solid capital basis 
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other reasons, which are difficult to explain with the data 
at hand. 


Those banks with a ratio lower than 3 percent appear to 
be in very bad shape and are really “threatened with 
insolvency,” as Mr Morozov put it. 


Interestingly, the equity/assets ratios for Russian banks 
vary inversely with the bank's aciual size. This suggesis 
that the banks, as well as regulatory authorities, are 
neglecting the problem of keeping equity and assets in 
optimal proportion. Therefore, it is no wonder that the 
biggest banks have the worst equity/assets ratios. 


Also important, the biggest banks, such as the Savings 
Bank of Russia and Promstroybank [Industrial Con- 
struction Bank], are former state banks. With their 
““commercialization,” that is their apparent transforma- 
tion into joint-stock companies, they became indepen- 
dent of the state only formally. These former state banks 
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did not lose their bilateral ties with the state and, not 
unreasonably, they would expect support from it “in case 
of emergency.” Hence, they are unlikely to be the first to 
fall. Nevertheless, having an equity/assets ratio of only 
0.3 percent or 0.5 percent is a bad sign for them as well. 


Unfortunately, Russian commercial banks do not pro- 
vide all necessary data, so it is not possible to analyze 
these banks with respect to the proposals on capital 
adequacy made by the Bank for International Settle- 
ments (BIS). The main industrial states agreed to these 
proposals, which will come into full effect by the end of 
this year. They require that banks maintain an equity/ 
risk assets ratio of no less than 8 percent. This is the 
proportion of core capital to assets, including credit- 
converted, off-balance-sheet items, all of these weighted 
according to the risk factor of each particular category. 
Such an analysis could probably not improve the picture 
of Russian banks substantially. 





Equity/Assets Ratio for the 30 Largest Russian Commercial Banks 
















































































Name City Authorized | Balance (Min. | Equity/assets | Authorized | Balance rank | Equity/assets 
capital (Mia. Rbis) (Total ratio capital rank ratio rank 
Rbis) (Equity) | assets) | 
Excessive: 
Rosmedbank Moscow 430.8 889.5 48,432 16 29 | 
Neftekhimbank Moscow 388.0 1,300.0 29,846 18 27 2 
Stolichny Moscow 1,100.0 4,294.0 25,617 4 21 3 
Uralcombank Yekaterin- 237.4 1,077.2 22,039 27 28 4 
burg 
AKiB NTP Moscow 555.9 3,119.1 17,822 11 25 5 
Tsentrosoyuzbank Moscow 558.7 3,531.5 15,820 10 24 6 
AvtoVAZ Bank Togliatti 1,528.0 9,952.0 15,354 3 11 7 
Optimal: 
Komibank Syklyvkar 410.0 3,684.0 11,129 17 23 8 
Tokobank Moscow 449.5 4,768.2 9,427 14 18 9 
Electrobank Moscow 235.5 2,509.5 9,384 29 26 10 
Finist Bank Moscow 330.8 3,886.0 8,513 21 22 11 
Srednevoizhsky Bank Samara 370.0 4,523.0 8,180 19 20 12 
Credobank Moscow 356.3 5,572.7 6,394 20 16 13 
Moscow Mezhregion- Moscow 605.0 10,716.0 5,646 9 9 14 
bank 
Incombank Moscow 484.2 8,648.9 5,598 12 13 15 
Yevraziya Izhevsk 252.2 4,772.5 5,284 25 17 16 
Vostok Moscow 243.7 4,728.2 5,154 26 19 17 
Vozrozhdeniye Moscow 686.2 17,144.0 4,003 ; 7 18 
Avtobank Moscow 310.0 8,974.0 3,454 22 12 19 
Rostovcomagrobank i Rostov-on- 234.0 7,157.0 3,270 30 15 20 
Don 
Bas!iprombank Ufa 237.0 7,590.0 3,123 28 14 21 
insufficient: 
~osselikh ozbank Moscow 3,000.0 0.17670 2,948 3 22 
sic 
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Equity/Assets Ratio for the 30 Largest Russian Commercial Banks (Continued) 



































Name City Authorized | Balance (Min. | Equity/assets | Authorized | Balance rank | Equity/assets 
capital (Min. Rbis) (Total ratio capital rank ratio rank 
Rbis) (Equity) assets) 

Kuzbassprombank Kemerovo 254.7 10,155.0 98 24 10 23 

Narodny Bank Moscow 264.7 10,857.9 438 23 8 24 

Zapsibkombank Tyumen 437.9 23,8033 1,840 1$ 6 25 

Moscow Industrial Moscow 706.0 38,888.0 1,815 6 5 26 

Bank 

Mosbusinessbank Moscow 800.0 55,408.0 1,444 5 4 27 

Promstroybank Moscow 643.0 123,000.0 0,523 8 2 28 

Savings Bank of Moscow 2,100.0 680,000.0 0,309 2 | 29 

Russia 

Unikombank Moscow 475.0 13 


























On Thin Ice 


Commercial banks have already begun facing a growing 
amount of loan losses. Despite nominally high interest 
rates on loans, more than 200 percent pe: year, the 
present inflation rate results in negative real interest 
rates. In this situation, return on assets ROA) turns into 
“loss on assets.” It is practically impossible for banks to 
optimize their assets to insure a more or !ess stable 
return. Money is scarce, but while enterprises need 
money, they are hardly able to pay the high interest on 
loans. For their part, banks are not willing to suffer losses 
and cannot charge a negative real interest rate on loans. 
They have already issued too many bad loans, and their 
customers are starting to default. 


With Russia’s under-developed money and capital mar- 
kets, banks have difficulty restructuring their assets 
efficiently so as to cover losses on one item with 
increasing profit on another. 


Russian commercial banks are too young to realize the 
danger of capital inadequacy, yet it is too serious to be 
neglected. Modern methods used throughout the world 
to analyse banks’ activities and performance can reveal 
and estimate this danger. However, both regulatory 
authorities and banks must make concerted efforts to 
cope with it. 


Supply/Support Problems Threaten 1993 Field Work 


Fertilizer Availability, Rising Prices 


934A0588A Moscow DELOVOY MIR in Russian 
4 Dec 92 p 10 


[Report on “roundtable” by Eduard Sorokin: “Bad Har- 
vests on ‘Good Places’”’] 


[Text] Rosagrokhimservis is an open-type joint-stock 
company, which has replaced the Rosselkhozkhimiya 
Association. A total of 1,700 kray, oblast, and rayon 
structural production subdivisions, the task of which is to 
see to it that soil fertility is restored and plants are 
protected, are its founders. The company has 32,000 


tractors, 45,000 motor vehicles, a great deal of special 
equipment for the application of fertilizers, 614 agrochem- 
ical laboratories, warehouse capacities for 30 million 
tonnes, and 712 km of motor access roads. With such a 
material and technical base we see that Russian land 
yields us less and less. Why? This was discussed at the 
“roundtable,” in which the following participated: Rudolf 
Lyutikov, first deputy chairman of Rosselkhozkhimiya 
(we will call it by the old name); deputy chairmen Gen- 
nadiy Zaytsev, Aleksandr Yermachek, and Aleksandr 
Malgin; chiefs of administrations Marik Genkin and 
Avgust Bartoshevich, as well as RYNOK correspondent 
Eduard Sorokin, whose remarks we offer to the reader. 


What is there to say: Panteleymon Romanov was thor- 
oughly familiar with peasant life—not for nothing did he 
spend his childhood in rural areas (see page 9). 
Rosselkhozkhimiya specialists explained the same thing 
to me. 


The following figures were cited to me: Russians annu- 
ally need 28 million tonnes of grain for bread baking, the 
production of hulled and rolled products, and so forth, 3 
million tonnes for technical processing (into alcohol, 
starch, and so forth), 80 to 90 million tonnes for live- 
stock feed, and 21 to 25 million tonnes for seeds. In all, 
Russian peasants must gather 145 to 155 million tonnes 
of grain in order to provide the country. In 1978 our 
highest harvest amounted to 136 million tonnes. Conse- 
quently, the grain deficit totals 15 to 20 million tonnes. 


Russian arable land occupies 130 million hectares. We 
are 140 million people—there is less than | hectare per 
person. Grain crops occupy about 65 million hectares. 
Consequently, there is less than 2 hectare per head. 


In 1987 the maximum amount of mineral fertilizers was 
utilized in agriculture—14.2 million tonnes. In order to 
return to land what had been taken away from it, it was 
necessary to apply a minimum of 17 million tonnes to 
soil. Last year only 10 million tonnes were applied and 
this year, according to calculations, even less than that— 
5 million tonnes. Nor is the situation better with organic 
fertilizers. A total of 800 million tonnes of manure are 
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annually needed for Russian soil. In 1989 there was a 
peak in field “‘manuring’”’—496 million tonnes. But this 
year 200 million tonnes less of manure were carted out to 
fields. The utilization of peat fertilizers was reduced by 
one-half. And this in a country where in the last 2 or 3 
decades soil lost 0.4 percent of the fertile humus (the soil 
of the nonchernozem zone contains only 2 percent of it) 
and in mountain and steppe regions, owing to erosion, 
25 to 50 percent. 


And what about the famous Russian fertile chernozem, 
in which humus made up 12 percent? Its fertility has 
dropped by one-half. And no wonder: Row crops 
harmful for this chernozem—sugar beets and sunflower 
seeds—began to be placed on it during past years. Owing 
to this, the soil layer has eroded into the lowland and the 
utilization of simple fertilizers, instead of complex ones, 
has led to the oxidation of the unique chernozem—25 
percent of its area has already been oxidized! The same 
occurred with land in Krasnodar Kray. As a result, in our 
country physiologically acid land makes up about 45 
percent. It must be deoxidized by liming. We should 
apply 120 million tonnes of lime to soil annually, but in 
Our country its maximum production has reached only 
100 million tonnes. Now it has decreased to 30 million 
tonnes. Liming, which in 1988 was carried out on 6 
million hectares, has now decreased by one-third. 


How do all these agrochemical data look in terms of the 
financiers’ language? At 1991 prices 25 billion rubles 
were needed for the renewal of the fertility of Russian 
soil. Only 13 billion rubles, including 2 billion rubles of 
the state budget, were spent. 


No, farms show no interest. They have no money for the 
restoration of the fertility of their land. Moreover, they 
have become accustomed to the state taking care of this. 
Nor is there information on the purchase of even | tonne 
of fertilizers by Russian farmers this year. Then, per- 
haps, chemical combines, concerned about the sale of 
their products, will show initiative and with an offer of 
effective fertilizers, which increase the harvest, will spur 
a demand? No, chemical combines show no concern 
about the sale of fertilizers and the fertility of Russian 
chernozem, like the situation in the country’s agriculture 
as a whole, does not worry them. 


In general, we have sufficient production capacities for 
the output of 17 million tonnes of mineral fertilizers, 
which are minimally needed by Russia. Only these 
capacities are utilized, as it was explained to me during 
the “roundtabie”’ discussion, in a somewhat strange 
manner. First, chemists reduce production and raise 
prices of their products as much as possible. For 
example, in 1991 potassium fertilizers cost 12 rubles per 
tonne and today, 2,300 rubles per tonne; phosphoritic 
meal, 9 rubles per tonne and this year, 2,000 rubles per 
tonne. That is, the cost of mineral fertilizers increased 
150- to 200-fold, whereas purchase prices of wheat rose 
only 100-fold. 
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Part of the mineral fertilizers are sold abroad year after 
year. There is a state quota for this; recently, for the 
export of 4 million tonnes annually. However, according 
to information received from the people at Rosselkhoz- 
khimiya, with whom I talked, more than twice as much 
is exported. It is profitable for chemical combines to deal 
with foreign farmers and not with their own peasants. 
Their own farmers received with difficulty 100,000 
tonnes of carbamide at 5,000 rubles per tonne, instead of 
the 450,000 tonnes they needed. Abroad carbamide is 
sold at 120 dollars per tonne. To whom is it more 
profitable to sell it? 


Specialists, with whom I talked, said: It is necessary to 
prohibit the export of mineral fertilizers abroad during 
second and third quarters—they shouic be supplied only 
to our agriculture. During the rest of the time, please, 
export them. 


We should interest our peasants in restoring the fertility 
of their land in the following manner: The tax on land 
should be connected with its condition. If such-and-such 
a quantity of fertilizers for such-and-such an amount is 
applied to soil, the tax is reduced by this amount. If 
fertility is lowered, an additional tax on its restoration 
must be paid. Fertilizers can be sold, for example, at half 
price to those who conclude contracts for the delivery of 
agricultural products to the state at fixed prices. 


In general, however, all these are half-measures, as I 
understood from the “roundtable” discussion. As long as 
world prices of mineral raw materials are not in effect in 
our country, machinations with chemical fertilizers will 
not stop. Perhaps, in fact, at one time we should have 
implemented monetary reform straight off and begun to 
Carry on economic management from zero, but right 
away at world prices? 


Maintenance, Spare Parts Problems 


934A0588B Moscow SELSKAYA ZHIZN in Russian 
22 Dec 92 p I 


[Article by A. Filatov, ITAR-TASS observer: “All Russia 
Stopped...’’] 


[Text] The following has never happened in Russia: The 
new year is coming, but farms have not yet begun to 
repair agricultural machinery. 


According to Vladimir Bokov, deputy chief of the Main 
Administration for Mechanization of the Russian Fed- 
eration Ministry of Agriculture and Food, “the situation 
is catastrophic.’ Owing to the lack of equipment, farms 
cannot begin repair work and for the same reason 
technical repair enterprises are idle. 


“The entire supply and production chain has been dis- 
rupted. Previously, it made it possible to complete the 
repair of all soil cultivating and sowing equipment, a 
significant part of the grain and fodder harvesting equip- 
ment, and many tractors and motor vehicles by the new 
year,” Vladimir Bokov stressed. 
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Responding to a question on the ways of getting out of 
the catastrophic situation, Vladimir Bokov stressed the 
need to allocate state credits for machine building and 
tractor plants, technical repair enterprises, kolkhozes, 
and sovkhozes for the organization of the output of spare 
parts and for the performance of repair work at rapid 
rates. As specialists at the Ministry of Agriculture and 
Food determined, no less than 300 billion rubles will be 
needed for these purposes. Furthermore, they believe 
that under these extreme conditions repair work should 
be organized in two or three shifts with a view to 
relieving machine operators of it by April, when they will 
engage in spring work. 


Vladimir Bokov also reported that the Ministry of Agri- 
culture and Food entered the government with a number 
of proposals directed toward creating the conditions 
necessary for equipment repair. 


Krasnodar Kray Fertilizer Short 


934A0588C Moscow SELSKAYA ZHIZN in Russian 
22 Dec 92 p 1 


[Article by Yu. Semenenko, SELSKAYA ZHIZN corre- 
spondent: “On Starvation Rations”’] 


[Text] The people of Kuban have now sharply reduced 
the use of organic and mineral fertilizers. As a result, the 
harvest has decreased. Nor are the prospects happy. The 
carting out of humus to fields and the delivery of mineral 
fertilizers have virtually stopped. The empty treasury 
and the shortage of fuels and lubricants are the reasons 
for this. Until recently many plants allocated chemical 
agents to the kray on credit and now it has reached the 
astronomical sum of 300 million rubles. 


But with what should the debts be paid off and with what 
should fertilizers and agents for chemical crop protection 
for the 1993 harvest be purchased? After all, all the 
proceeds from the sale of plant products have been used 
for the liquidation of arrears and current expenditures. 
Animal husbandry gives only losses. As yet farmers 
cannot find an answer to this question. 


Stavropol Kray Fuel Short 


93440588D Moscow SELSKAYA ZHIZN in Russian 
6 Jan 93 p I 


[Article by A. Bykov, SELSKAYA ZHIZN correspon- 
dent: “Spring on Credit?”’] 


[Text] At the end of the past year the debt of local farms 
to the Stavropolnefteprodukt Company reached an 
unprecedented amount—96 million rubles. This means 
that at any moment suppliers of fuels and lubricants on 
fuliy legal grounds can stop their shipment to rural 
consumers. 


As we said earlier, they have not yet taken this step 
owing to pure consciousness. Today, however, the 
volume of deliveries to many rayons is such that it hardly 
covers current needs. Owing to the “nonrising” prices of 
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petroleum products, peasants cannot—as was the case 
always—create the necessary reserve of fuel during 
winter months for spring field work. 


Meanwhile, only a few weeks remain until so-called 
“February windows,” during which the first units go out 
to the field in the south of Russia. But the debt keeps 
growing. 


REGIONAL AFFAIRS 


Bashkir SupSov Head, Sakha President Interviewed 


934C0654A Moscow ROSSIYSKIYE VESTI in Russian 
29 Dec 92 p 2 


[Article by Murtaza Rakhimov, Chairman of the 
Supreme Soviet of the Bashkortostan Republic: “The 
Center Should Be Attractive to Us.” Although purport- 
edly an interview, the interviewer's name is not given, 
and this piece is more an article than an interview. The 
first paragraph explains the circumstances. ] 


[Text] Murtaza Rakhimov, speaker of the Bashkortostan 
parliament, Yakut President Mikhail Nikolayev, and 
their colleague from Tatarstan, Mintimer Shaymiyev, all 
have a reputation for being “rebels against the center” and 
“separatists.” Is this so? A few days ago when I happened 
to be in the same aircraft with Rakhimov and Nikolayev, 
flying from Beijing to Shendzhen, naturally | was inter- 
ested in knowing what concerns them more than anything 
else. It turned out that these leaders were not worried 
about the exotic nature of their ancient Oriental country or 
the economic miracle taking place in neighboring coun- 
tries, but the reality of life in our country and the cares of 
tomorrow. 


The most important event of the past year, in my view, 
was the signing of the Federative Treaty in the Kremlin. 
It would be logical if in 1993 this document would 
become a component part of the Russian Constitution. 
This will impart stability to political processes taking 
place in society, and will help us get out of the deep crisis 
in which our country finds itself. 


Bashkortostan’s position in this is clear. Despite what 
has been written about us—and still being written—we 
were never in favor of having our republic leave Russia. 
The declaration of sovereignty states this in writing. We 
were always in favor of the Federative Treaty and signed 
it, although with well-known reservations. In supporting 
the political unity of Russia, we posed a number of 
problems, which our people can resolve by themselves. 
These include the right to direct the enterprises located 
on our territory, collect taxes, and conduct foreign eco- 
nomic activities. 


People often tell me that I succumbed to the influence of 
Tatarstan, which is demanding too much. But I agree 
with its leadership. The center should understand that 
each people has its own culture, customs, and historical 
traditions. This is why everyone cannot be made to fit 
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the same pattern. | think that Kazan is also capable of 
correctly assessing whether it can carry its own burden. 
After all, what is it that Boris Nikolayevich Yeltsin says: 
“Local areas should be given the maximum possible 
independence.” The President is correct. In general, | 
believe that not only republics, but all component parts 
of the Federation—krays, oblasts, and autonomous 
oblasts—should have broad powers. If they cannot 
handle something themselves, then they will give the 
residual powers to the center. But for this to happen, the 
center has to hold an attraction for us. And what has 
happened in the past? We could not even erect a monu- 
ment to our national hero without Moscow's permission. 


It goes without saying that Bashkortostan cannot create a 
corner of paradise for itself. We have an economy that is 
common to the entire country and we do not have 
customs duties, let alone border posts. Thus, when one 
region of Russia falls out of step, that is immediately 
reflected on the welfare of our enterprises and our 
population. We can say that the agro-industrial complex 
has been working well in Bashkortostan and there are no 
food shortages. Coupons were introduced only for 
vodka. We are selling meat at 150 rubles per kilogram, 
and we have milk and eggs. But all surpius is exported by 
middlemen. At the same time, agricultural equipment 
and construction materials that we need are difficult to 
buy outside the republic. The former mechanism of state 
regulation of relations has been lost, while the new 
one—market relations—has not yet been established. | 
think that this should be a first priority task for legisla- 
tors, as well as the government, both the central and local 
authorities. 


There is one other problem—the revival of production. 
If we do not revive it, we shall not get out of our crisis. 
However, I think that the decrease in industrial produc- 
tion can be overcome. Yet, this cannot be done by 
issuing new credits, which would only lead to a regular 
spiraling inflation, but by a mutual payment of debts. 
Moreover, we have to reestablish our lost economic ties 
with Ukraine, Kazakhstan, Kyrgyzstan, and other for- 
eign areas that are adjacent to us. 


Thus, by overcoming economic difficulties and reestab- 
lishing the broken threads of economic interests, we shall 
also strengthen the unity of Russia. It is time that we go 
from destruction to creation. 


INTERNATIONAL AFFAIRS 


Directive Grants Export Quotas, Licenses to 
*Tekhnointorg’ 


934A0575A Moscow ROSSIYSKAYA GAZETA 
in Russian 24 Dec 92 p 1 


[Unattributed article under the rubric “In the Russian 
Government”: “Exports Are Becoming Purpose- 
Oriented”’] 
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[Text] As suggested by the joint-stock company Agropro- 
myshlennyy Fond [Agro-industrial Fund], Prime Min- 
ister Viktor Chernomyrdin issued a directive by which 
export quotas and licenses were granted to the foreign 
trade association Tekhnointorg of the Russian Ministry 
of Foreign Economic Relations. All hard currency profits 
from the sales of the quotas and licenses will be used in 
1992-93 to purchase agricultural and other producing 
and processing machines and equipment. 


The directive specifies the sale of 150,000 to 200,000 
cubic meters of timber for $20 million; 200,000 tonnes 
of ferrous metals or items made of them for $120 
million; 200,000 tonnes of mineral fertilizers for $60 
million, as well as $40 million worth of chemical 
industry products. 


The corresponding purchases will be as follows: Sugar 
processing plants for $90 million; technological lines 
(shops and units) for processing vegetables, milk, and 
meat for $90 million; plants for producing mixed cattle 
feed for $5 million; pedigree cattle of elite stock for $30 
million; plant-breeding seeds for spring sowing for $10 
million; tomato paste producing plants for $15 million. 
Foreign-made equipment, for a total of $240 million, 
will be provided to peasant farms, their associations, and 
to enterprises of the Ministry of Agriculture and Food 


The prime minister ruled that the foreign trade associa- 
tion Tekhnointorg was to be exempted from any export 
or import duties usually levied on such products. These 
sums will be rerouted instead to subsidize additional 
purchases of agricultural equipment. 


The Bank of Russia is advised to provide credit 
resources to the foreign trade association Tekhnointorg 
to enable it to make payments to its Russian suppliers. 


International Center To Be Built in Krasnogorsk 


934A0575B Moscow NEZAVISIMAYA GAZETA 
in Russian 19 Dec 92 p 4 


[Article by Nikolay Ulyanov: “Krasnogorsk Is Becoming 
World-Famous: A Contract Has Been Signed for the 
Construction of a Major International Relations 
Center’) 


[Text] 


Cooperation 


Last week the administration of Krasnogorskiy Rayon of 
Moscow Oblast signed a contract with the German firm 
EURADOM for the construction of an international 
economic, political, and social center at a site near 
Moscow. Principal buildings of the center should cover 
some 30-40 hectares of vacant land on the Kransogor- 
skaya flood-plain. The administration of Moscow Oblast 
has became a guarantor of the agreement on the Russian 
side, the FRG Government guarantees it on the German 
side. Anatoliy Dolgolaptev, oblast first deputy governor, 
comments on the basic provisions of the contract. 
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“We are talking about one of few truly realistic proposals 
to create a major structure near Moscow whose emer- 
gence fits into the larger policy on which Russia's entry 
into the European Community is built. The Germans 
approached the Moscow government with this proposal 
about two years ago, but the city authorities did not treat 
their request to be assigned a construction site on the 
Tushinskaya flood-plain seriously; these negotiations 
finally ran into the ground recently. After that the 
Germans approached the oblast authorities and within 
three weeks agreed to sign a contract. Joint work on the 
project will begin next year. The volume of Western 
investments will be from 700 million to | billion deut- 
sche marks. 


“From the economic point of view this project is excep- 
tionally profitable for the Russian side. Only Russian 
Organizations from the Moscow region will be contracted 
to work on the site. When it opens, the center will create 
an additional 20,000 jobs in the oblast. This many 
people will be needed to ensure normal operation of the 
center, but people in the service area, for its hotels, 
shops, garages, etc., will also be required We estimate 
these needs at another 20,000 jobs. 


“The location of the center will be very convenient for 
foreigners; it will be situated a 15-minute drive away 
from both Sheremetyevo airport and Moscow. The 
center will be owned by the Evrodom joint-stock com- 
pany, whose stocks will be distributed among six or 
seven foreign investors and its Russian construction 
participants. The area will mostly benefit from manifold 
increases in the cost of land there as well as from the 
effect on the investment processes in the entire Kraso- 
gorskiy Rayon. Besides, Krasnogorsk will receive from 
the German firm a gift of 10 million marks, or about 2 
billion rubles, in financial aid. This money will be used 
to develop the city’s infrastructure. The land of the 
construction site is being leased for 49 years (the lease 
will be extended later). Moscow will also profit 
immensely because, among other things, a large number 
of Moscow subcontractors will be involved. The Kras- 
nogorsk flood-plain was not an accidental choice for the 
center’s location; the administrative center of Moscow 
Oblast will be moved there from Staraya Square. We 
may be reasonably sure of this because the firms that are 
investing in construction of the international center are 
also prepared to extend to us considerable loans for the 
construction of an administrative complex. 


“EURADOM Manager Wolfgang Wibbelt who signed 
the agreement said that the philosophy of the new center 
was founded on the concept of a merging of the Russian 
and Western economies. Representatives of major eco- 
nomic alliances from Europe and America will be 
working here, political and economic conferences of the 
highest level will be conducted here. The structure of the 
center will be analogous to that of the "La Defense“ 
international center in Paris. The construction is 
expected to be completed by the year 2000.” 
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India To Grant $75 Million Credit 
93440575C Moscow IZVESTIYA in Russian 25 Dec 92 
p4 


[Article by Nikolay Paklin, IZVESTIYA: “Indian 
Credits to Russia’) 


[Text] Dethi—The Indian Government has extended a $75 
million loan to Russia. This sum is the second part of what 
is known as technical credit, the total of which was set by 
India at $285 million for 19972. 


The technical credit is supposed to service all financial 
operations when Russia purchases Indian-made goods. 
This time, we requested that a considerable portion of the 
credit, about $27 million, be used to pay for Indian-made 
medicines. However, this sum is far from sufficient to 
cover the orders already made by our Medeksport in India. 
Their total reaches a sum of $130 million. But so far we do 
not foresee any other sources allowing us to pay for the 
indispensable medical supplies. Most of the medicines 
have already been prepared to be shipped but remain 
“frozen” at production storage facilities and ports. 


Twenty percent of the loan is allocated for the purchase of 
tobacco and cigarettes. This will provide a certain conso- 
lation to both our chain smokers and the Indian tobacco 
lobby. The remainder of the loan, in much smaller shares, 
is meant to pay for tea, coffee, clothes, etc. 


We will not have to pay back the technical credit, current 
or previous, either in dollars or in goods. It will be 
compensated from India’s debt on long-term credits that 
were provided to it by the former USSR for purchases of 
military hardware and industrial equipment. According to 
our estimates, India’s share in such loans was approxi- 
mately $10 billion. In accordance with the existing agree- 
ments, India is paying its debt in installments of about $1 
billion a year. It will supply its goods to us for this very 
sum calculated in rupees. 


Lukin Decries Politicization of START II 
934C0696A Moscow TRUD in Russian 10 Jan 93 
pp 1, 5 


[Interview with Vladimir Lukin, ambassador of Russia 
in the United States, by TRUD correspondent Vissarion 
Sisnev in Washington; date not given: “No One Will 
Cheat Anyone”’] 


[Text] [Sisnev] The agreement on START II was reached 
in record time. The “implacable opposition” maintains 
that this was the case thanks to our concessions. Some 
press organs have, as you know, christened the treaty a 
“betrayal of national interests.” What can you say about 
this? 


[Li kin} I would like to emphasize at once that | do not care 
for it at all when most important foreign policy issues, 
disarmament issues especially, are used as bait in 
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domestic political struggle. This is not typical of really 
democratic countries. Whereas domestic policy is a 
normal reason for heated debate, the main, fundamental 
aspects of foreign policy are usually of a national, general 
nature. This is extremely important because a demo- 
cratic country is divided within into groups, it is plural- 
istic. And whatever is directed outside it should be above 
group interests. | myself never forget this—my personal 
sympathies and antipathies are one thing, but when, as in 
this case, it is a question of national interests, it is 
another. And I would greatly urge my esteemed deputy 
corps colleagues, regardless of the extent to which we 
agree or disagree at home, to be, for all that, patriots not 
in word but in deed. And this means making of para- 
mount importance fundamental issues: how we appear 
to the world, how to seek the optimum of stability and 
our security. | am profoundly convinced that the vast 
majority of people’s deputies proceed from just such 
considerations. Although there is a handful of people, 
very small, in my opinion, for whom, were there to be a 
further five Chernobyl’s even, the opponent is automat- 
ically wrong, even if he has not yet begun to speak. 


Now to the point. As U.S. Defense Secretary McNamara 
once said, overkill times overkill is nothing but overkill. 
What both sides cranked up all these years was a non- 
sense, and we are now turning the insane process back. 
The Americans are going back to the 1963 level approx- 
imately, we, to the 1975 level. And it is not true that we 
will be left with 3,000 warheads, the United States, with 
3,500. Only those who have not taken the trouble to read 
the text of the treaty could say this. Clause 3 says clearly 
that by | January 2003 the total numbers of each side 
will not exceed a value between 3,000 and 3,500 war- 
heads. Where is the “betrayal of national interests” here? 
I would like to call attention to one further point: 
Quantitative equality has been reached between us and 
the United States for the first time in the entire disar- 
mament process. Earlier the Americans always had the 
advantage in terms of numbers of weapons. Although | 
personally do not consider the quantitative indicator 
what is most important here, since we are tall.ing about 
this I would like to emphasize that the Pentagon will be 
destroying more warheads than us. The “implacables” 
do not have to take me on trust, this assertion can easily 
be checked by figures which are generally accessible. 


[Sisnev] This is undoubtedly a serious concession on the 
part of the Americans, although there are some who 
altogether fail to discern such on their part. Could you 
point to anything else of this kind? 


[Lukin] I would like first of all to point out that they have 
their “implacables” also. In the well-known and popular 
WASHINGTON TIMES newspaper the commentator 
Frank Gaffney, who also, evidently, has not familiarized 
himself with the treaty, castigates President Bush for 
having been in a hurry for the sake of his own prestige to 
sit down at the negotiating table and make entirely 
unwarranted concessions to the Russians. Hence the 
only possible answer is the facts. What, for example, 
might the local ‘‘implacables” interpret as “unwarranted 
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concessions to the Russians”? We are for the first time 
making a precise count of the nuclear weapons deployed 
on American nuclear bombers, previously it was very 
imprecise and allowed the possibility of there being 
considerably more of these weapons than those given out 
on account. Now a strict system of the monitoring of the 
United States’ nuclear aircraft at their base facilities is 
established. The latest B-2 bomber, the so-called Stealth, 
is now subject to monitoring, to which the Americans 
had previously strenuously objected. 


And is it a small matter that we will preserve 90 launch 
silos after the multipurpose intercontinental missiles 
have been destroyed? We argued about this for a long 
time, and at the last moment the Americans consented to 
this version. Scientists have calculated that this will 
reduce our missile-dismantling costs 40 percent, plus the 
entire costly infrastructure of the silos in the areas 
surrounding them, which will themselves be converted 
for missiles of a smaller caliber, will be preserved. And, 
finally, let us take the missiles deployed on surface ships 
and underwater. Not even disarmament specialists but 
simply people who read the newspapers know that for 
many years Washington did not even want to hear about 
including the naval nuclear arsenal in the overall num- 
bers to be cut. Its navy was simply some sacred cow—do 
not touch, and let's hear no more about it. Yet START Il 
means a reduction in the United States’ naval MIR V's by 
half. Voices demagogically taking advantage of the 
eternal dilemma: a glass half-empty or half-full, are 
already being heard. Professional skeptics prefer to see it 
half-full, but realistic people realize how serious this 
American concession is. 


[Sisnev] Have you discussed all these problems with 
President-elect Bill Clinton? 


{Lukin} I have met Clinton just once as yet—when he 
was introduced to Boris Nikolayevich at the time of last 
year’s top-level meeting in Washington. But he and 
Yeltsin recently spoke by telephone, and prior to this 
Clinton had received a message from our pres dent on 
the issue of START II. He fully supported the .reaty, as 
we all know, and did so on the basis of sound knowl- 


edgeability. 


[Sisnev] What is meant by U.S. assistance in the physical 
destruction of Russian nuclear systems? 


[Lukin] The treaty does not specify this directly but I 
believe that there is mutual understanding in this con- 
nection. It should be remembered that the principal 
essence of the treaty is that it appreciably lowers the 
nuclear threshold. It is clear, after all, that our SS-18 
missiles are first-strike weapons, and the Americans 
cannot fail to be interested in the elimination of such a 
possibility as quickly as possible. The mere possession of 
such monsters could give rise to temptation in some 
hotheads. We currently have partner relations with 
America, but military professionals are required to pro- 
ceed from the fact that anything could happen. It is a 
realistic expectation, therefore, that our partners will 
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help us tackle the difficult and costly task of the disman- 
tling, destruction, or warehousing of the missile compo- 
nents, and agreement in earnest on this is planned with 
us. I would note in passing that updating the SS-18's, 
which are constantly “aging,” would simply be beyond 
our means. The two principal plants manufacturing 
them are now not on Russian territory but on land which 
has become foreign. What should we do—reconstitute 
these giants of the military-industrial complex from 
scratch? With what money, | would permit myself to ask 
the gentlemen “implacables"”? 


{Sisnev] Since the signing of the treaty you have social- 
ized with local political and public figures, with my 
colleagues.... 


{Lukin} | know what you are getting it. As far as your 
colleagues are concerned, Gaffney’s article which I men- 
tioned is undoubtedly a rare exception. And, generally, 
the basic reaction is formulated approximately thus: It is 
a great historical step forward. But there remain also 
misgivings connected with the fact that the realization of 
START I] is possible only given ratification of “TART I. 
And serious delays connected primarily with the uncer- 
tain position of our neighbor and friend Ukraine have 
arisen here. Not only with it but primarily. A Ukrainian 
delegation, to which the Americans made it quite sternly 
understood that they expect unconditional compliance 
with the Lisbon agreements, according to which Ukraine 
undertook on its own volition to switch to nuclear-free 
status within seven years, has just left Washington. 


[Sisnev] The uniqueness of your personal position is, in 
addition, the fact that you remain a people’s deputy, that 
is, you are informed as to the prevailing mood in this, as 
the Seventh Congress showed, far from homogeneous 
mass. The “implacables” have already announced that 
they will try to bury the treaty. Yeltsin, on the other 
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hand, is giving the assurance that they will not succeed. 
How do the prospects of ratification of START II appear 
to you? 


[Lukin] I believe that the treaty will be ratified in both 
Washington and Moscow. | proceed from what | myself feel: 
The country's security is not a pretext for settling momen- 
tary political scores. | am convinced that, with a few 
exceptions, the majority of members of the Supreme Soviet 
proceed from this also. If, meanwhile, some people feel hurt 
by the fact that the United States will be left with more naval 
warheads, the treaty by no means prohibits us, should we so 
desire and given the resources, from matching it. No one 
will cheat anyone inasmuch as mutual monitoring will be 
exceptionally strict—more than ever. | suggest to my deputy 
colleagues: Let us examine the treaty in its totality, not 
pulling out individual parts on which a petty but effective 
game beneficial to one's faction could be played. We have 
no need to rush the ratification, and this would be pointless 
until others ratify and realize START I. Let us hold several 
hearings on the treaty as a whole, as is done in the U.S. 
Congress. We will hear the top specialists—ours, American, 
and neutral. The deputy or the Congressman is not in 
himself a specialist but he has an opportunity to familiarize 
himself with authoritative expert opinion. Perhaps deputies 
should come and take a look at how this is taking place in 
Congress—not everything is going smoothly here either. As 
far as | know, the START II bill will be presented for 
congressional approval quite soon. We, on the other hand, 
thanks to our unhurrying neighbors, have time. All deputies, 
therefore, have a chance to study the treaty objectively and 
in depth. Given this condition, they will adopt it for, | 
repeat, | do not believe that the majority of deputies are 
concerned for some personal foibles but for the interests and 
well-being of the Russian state. Let us not in words but in 
deeds give thought to our national interests and the interests 
of world stability. Let us decide from the standpoints of the 
fatherland, not from the standpoints of personal ambition. 
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POLITICAL AFFAIRS 


Kravchuk Sums Up Past Year's Events 


93UN0629A Kiev HOLOS UKRAYINY in Ukrainian 
31 Dec 92 pp 2-3 


[Interview with L. Kravchuk, president « Ukraine, by 
unidentified HOLOS UKRAYINY correspondent under 
the rubric “Politics and Us"; place and date not indi- 
cated: “So That Ukraine Will Have a Good System") 


{Text} HOLOS UKRAYINY interview with Leonid Krav- 
chuk, president of Ukraine, on the eve of the New Year. 


[HOLOS UKRAYINY] Leonid Makarovych, we all saw 
what has happened in Ukraine over the course of the 
past year. However, each individual has his own view of 
this or that event. What is the president's opinion of the 
year that has passed? 


{[Kravchuk] Undoubtedly the past year will go down in 
the history of Ukraine as the year of creation of the state. 
Despite apparent difficulties and obstacles of a foreign 
and domestic nature we moved toward the goal defined 
by the people and achieved certain successes. 


First and foremost, a new independent country at the 
European level appeared on the political map of the 
world, and it has been recognized by more than 140 
states. Even the most stubborn of our antagonists was 
forced to accept this incontrovertible fact. 


We have begun to seek ways to put our domestic life in 
order. A reform of local organs of representative power is 
being dev-loped. The Law “On Local Councils of Peo- 
ple’s D., uties and Local and Regional Self- 
Administration” has defined the powers and jurisdic- 
tions of local councils at all levels and executive 
committees of local councils at the primary level. There 
is also the Law “On the Presidential Representative of 
Ukraine.” Of course, the separation of powers is a 
difficult process. But one must respect the Law. But 
some people too openly want only one thing: To be 
constantly near the pie or, if you wish, to be constantly 
near the feeding trough of power. To decide the fate of 
collectives and enterprises and to adopt decisions or 
something else... The essence of the separation is simple: 
The council assembles and adopts strategic decisions on 
the development of their region or rayon. Based on their 
realities, of course. Meanwhile the presidential represen- 
tative implements these decisions. I be.ieve that we will 
achieve this. 


Reform is also underway in the third power—the judicial 
power. The creation of a supreme legal organ—the 
Constitutional Court of Ukraine—is being completed. 
Our state has its ow: ‘rmed Forces, National Guard, 


Border Forces, and Secwrity Service. All this was created 
in one year, please note. But over this same period our 
economic problems have deepened. For that reason the 
government was changed and a new Cabinet of Ministers 
has been given expanded powers. 
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Furthermore, despite certain difficulties the situation in 
Ukraine is stable. We have managed to avoid possible 
conflicts and clashes. And this inspires hope that in the 
future we will continue to follow the path of construction 
of an independent, democratic, rule-of-law state. 


In this context one recalls Hrushevskyy: “One's own 
state is a great force for all that is good; it is only 
neces.ary to try to ensure that it has a good system.” 


Let us examine our affairs more attentively. With regard 
to the creation of a state and its indispensable attributes 
and structure we have moved forward, but in the 
economy we have commitied serious miscalculations. 
There are many objective and subjective reasons. In 
particular, the energy-intensiveness of our industries 
with their worn-out basic assets, the inactivity of power 
structures in the performance of reforms, the introduc- 
tion of our own currency, and the unwillingness or 
inability of some leaders to work under the new condi- 
tions. More than enough has been said about these 
things. 


But | will dwell on one thing in more detail—that is the 
complete dependence of Ukraine on the energy resources 
of the Russian Federation. Our neighbors are constantly 
raising prices on petroleum, gas, fuel oil, and in addition 
they sell 40 percent of petroleum products to commercial 
structures. 


This should be recognized and remembered. For this 
very reason a year ago | was not a supporter of the 
disruption of economic ties with Russia, as was proposed 
not only by hotheads but even moderate politicians. We 
are rich, we have everything we need! Apparently the joy 
and enthusiasm over the historical significance of what 
was accomplished overshadowed the scale of the com- 
plexities that arose at the stage of the destruction of the 
old relations and the birth of new relations in Ukraine. 


As a consequence of all this there was a decline in ihe 
living standard of the people. And for me this is a most 
distressing reality. But it is no better in Russia either. 
From this comes the conclusion: We need one another as 
economic partners. 


I expect that both parties will understand this, and not 
only at the presidential level. They must understand. 
Equal partnership relations bring to both countries and 
our peoples more benefit than attempts at political or 
economic pressure. And more mutual respect. It exists 
among our peoples. Some politicians lack it. 


[HOLOS UKRAYINY] In conjunction with this I have a 
question that | would like to hear you answer yourself: 
Has Ukraine initiated anything that would worsen our 
relations with its neighbors, and would Ukraine cast any 
kind of shadow of tension on these relations? And what 
will Ukraine’s future policies be with regard to our 
closest neighbors? 


{[Kravchuk] All our actions and all our initiatives with 
regard to the development of relations with neighboring 





FBIS-USR-93-007 
16 January 1993 


states have been based from the very beginning on such 
international principles as equality, mutual respect, non- 
interference in the internal affairs of one another, mutual 
profit, etc. From the first days of our independent 
existence Ukraine has declared that it does not have any 
territorial claims against other states and does not rec- 
Ognize such claims against itself. It has officially declared 
its intention to become a neutral, nuclear-free state 
existing outside any blocs. 


To an objective and unbiased spectator the principles 
that we have proclaimed with regard to construction of a 
democratic rule-of-law society and their practical real- 
ization in domestic and foreign policy cannot in any 
fashion be interpreted as anything that will worsen 
relations with neighbors. 


And only nonobjectivity and bias can cast doubt on the 
integrity of our intentions or distort our actions. But they 
do not determine the movement of the Ukrainian state 
toward establishment of friendly, equal, mutually prof- 
itable relations with all our neighbors. Ukraine does not 
intend to repudiate its principled course of action. 


[HOLOS UKRAYINY] The government of Leonid 
Kuchma, whom you recommended for prime minister, 
has begun functioning decisively. What would you say 
about the first steps of the government, and will they 
confirm our hopes in it? 


[Kravchuk] Out of all the possible variants the govern- 
ment of Ukraine has chosen the variant of state regula- 
tion of the economy. It is confident of success and 
expects to achieve equilibrium on the consumer market, 
financial stabilization, and restraint of inflation and of 
the decline in production. 


Leonid Danylovych has decisively undertaken execution 
of a policy aimed at strengthening order and putting a 
halt to the crisis phenomena in our economy. Meanwhile 
these steps should contribute to a strengthening of the 
executive power and, in the end result, of the state as a 
whole. 


It is still too early to make a detailed evaluation of the 
activities of the Cabinet of Ministers. Too short a period 
of time has passed. And one can hardly comment on the 
first steps of the Cabinet without seeing their long-term 
effects. Such effects will be apparent only after prepara- 
tion of the economic program of the new prime minister. 


[HOLOS UKRAYINY] The government has declared a 
war on corruption. How far has this phenomenon pene- 
trated the higher echelons of power in your opinion? 
Should you not put forward a presidential program to 
fight this phenomenon and, in particular, to strengthen 
law enforcement structures? 


[Kravchuk] Organized crime and the appearance of 
criminal groups among administrative and other power 
structures are, unfortunately, a reality. The concern and 
alarm of the citizenry and government of Ukraine are 
justified. 
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In 1992 alone organs of internal affairs and subunits of 
the Security Service halted the activities of almost 600 
organized crime groups. They arrested |,040 dangerous 
criminals who were found to have committed 4,500 
crimes. 


A criminological analysis conducted by specialists shows 
that criminal operators are motivated by the desire to get 
as rich as possible and to receive excessive profits 
uncontrolled by the state. 


Almost 2,000 instances of bribery have been discovered 
in the last two years alone. Among those tempted by free 
money were officials of a fairly high “rank’’—heads of 
banking institutions, industrial enterprises, state supply 
Organizations, commercial structures, financial depart- 
ments, and executive committees of several councils of 
people's deputies. 


On the other hand, the absence of the Law “On State 
Service” has led to instances where many influential 
employces of state institutions, enterprises, and organi- 
zations have turned up among the founders in leadership 
positions at new commercial structures. This creates 
favorable conditions for all kinds of violations in entre- 
preneurial activities, including foreign economic activi- 
ties. Law enforcement structures are seeking ways to 
intensify the fight against the most dangerous criminal 
phenomena, first and foremost their organized forms 
and corruption. 


But I believe the resources of law enforcement structures 
must be increased. We must create a state program for 
fighting organized crime. In other words we must 
strengthen the tax inspectorate in a targeted fashion and 
create within the law enforcement organizations, the 
system of the MVD [Ministry of Internal Affairs}, and 
the Security Service autonomous structures that are not 
dependent on local authorities and even on local leader- 
ship of agencies in any fashion and that can carry out 
investigative work effectively. That can compete among 
themselves. What makes the criminal operator strong? 
The support of a bureaucrat who has sold out. With such 
support he poses as a respectable businessman. Thus it is 
necessary to create a situation where a potential bribe- 
taker fears discovery day and night and where being 
honest is not a question of morals but of basic self- 
preservation. 


To achieve this we undoubtedly need a national pro- 
gram. 


[HOLOS UKRAYINY] Any economic crisis passes 
sooner or later. But it is best if it is not too much later. 
What can you say to your fellow countrymen in the New 
Year on this subject? Do we have any certain hopes for at 
least a small reanimation of the economy” 


[Kravchuk] Our potential is enormous. It is simply that 
for the time being we have not learned to use it to the 
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proper degree. Other necessary conditions for a reanima- 
tion of the economy consist of halting the mutual oppo- 
sition of the legislative and executive powers, sur- 
mounting the administrative crisis in the country, 
bringing order to economic legislation and eliminating 
its internal contradictions, and establishing stability of 
legal norms. These are the ways we will create normal 
conditions for free enterprise and productive labor of the 


people. 


I believe there are no reasons to doubt that in the future 
Ukraine will join the developed European states as an 
equal among equals. 


I expect that the coming year will be a year of stabiliza- 
tion of the economy, and then there will be an anima- 
tion. Because, truly, any crisis passes. If we undertake 
everything decisively and honestly, it will pass quickly. 


I know that many people are falling into despair. Every- 
thing is increasing in price and there is increasingly less 
of everything. But a crisis is an objective factor. They 
arrive and they pass on, so long as people do not give up. 
We have had crises in the past. It is simply that society 
alleviated them either by selling resources or by robbing 
the countryside once again. Thus, in the end the coun- 
tryside paid for everything. It paid in people, artificially 
low prices for its output, and taxes. But today we must 
resolve the crisis in a civilized manner. And we will 
resolve it. 


[HOLOS UKRAYINY] But what can Ukraine offer to 
the world today? What goods or what raw material can 
we exchange to get money to support our economy? Is 
our only hope in investments, which few are in a hurry to 
make, and in credits? 


{[Kravchuk] Ukraine has things to offer to other states of 
the world: We sell both goods and raw materials. The 
main commodities in terms of volumes of actual and 
possible sales are: Commercial fertilizers, ferrous metals, 
coal, scrap metal, ferrous alloys, pipes of ferrous metals, 
and aluminum. Ukraine also sells and can offer to the 
countries of the world output of the machine-building 
industry, the chemical industry, and the agro-industrial 
complex—seeds of oil-producing crops, oils, raw leather, 
and fruits. 


As for investments and credits, Ukraine has different 
levels of interest in them. The priority, undoubtedly, is 
on foreign investments. Credits entail certain obligations 
and the payment of interest on their use. Investments 
“bring” with them new machines, fac .lities, equipment, 
technologies, organization of labor and production, and 
advanced experience. Thus Ukraine wishes to expand 
foreign investments and has a positive attitude toward 
small investors. But our hopes for foreign investments 
are not being fulfilled in full. So far there have not been 
many applications of foreign investors—only | ,500. This 
is something we have to work on. 


[HOLOS UKRAYINY] I will not ask how much the 
president works, but rather how much in your opinion 


FBIS-USR-93-007 
16 January 1993 


each healthy person should work today so that Ukraine 
may resolve its most urgent problems. And what today 
can act as a Stimulus to labor and production and not 
only to the reselling of goods? 


[Kravchuk] The experience of Ukraine and the world 
shows that everything depends on the individual person 
who works at his own job. An individual always works 
better when he understands what he is doing and why it 
is necessary. Let us take the example of Japan, which has 
a developed market economy today. It has been brought 
to a high rung on the ladder of the world market by 
people—and only people—who understood that by their 
labor they could make the state a developed one and 
their lives more prosperous. Our people have always 
known how to work, and there can be no doubt of that. 
We only need to create the proper conditions. 


It is necessary to stimulate the development of small and 
medium businesses that will function in the sphere of 
production. For this the state must change the system of 
taxation of small enterprises and create commercial 
funds for financial support, insurance of risk, preferen- 
tial credit, leasing of production assets, etc. 


We must change the accent on relations between the 
state and the individual. It is hopeless to carry out 
market reforms that do not interest the individual and 
which he does not understand or accept. We must make 
each individue! an ally of the reforms. As many people as 
possible must become owners and co-owners of basic 
assets and stock shares. A worker who not only earns a 
wage but also takes part in the distribution of profits of 
an enterprise—this is a powerful stimulus to labor and to 
the production of goods. 


[HOLOS UKRAYINY] Upon which forces in society do 
you rely and intend to rely? Do you have a presidential 
team? 


{[Kravchuk] Naturally any authority that wishes to be 
effective must have a strong social base and represent the 
interests of at least a majority of the population. The 
president of Ukraine is elected by a majority. Techni- 
cally this is the base upon which I rely. This, to my 
knowledge, includes representatives of all segments of 
the population. Oi course the sympathy and support of 
the people can fluctuate from one side to the other. And 
this, as world experience shows, is normal. 


But in the execution of policy it is also necessary to rely 
on active political forces—parties, movements, public 
Organizations, factions of deputies, etc. I maintain close 
contact with parties, public organizations, and groups of 
deputies with a centrist orientation. I receive support 
from the majority of trade unions, enterprises, and labor 
collectives of both the city and the countryside. If those 
forces that consider themselves in opposition to me offer 
constructive proposals for cooperation, I cooperate with 
them as well. In other words, I consider myself a national 
president and rely on our Ukrainian people and espe- 
cially on that portion of the population which defends 
our path toward construction of an independent state. 
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As for the second half of the question, I have a group of 
close coworkers that I am accustomed to calling my 
“team.” 


Some of these people helped me in my election campaign 
or joined the election “team” and remained to work with 
me. | worked with a portion of these people in the 
Supreme Council. Some came to the presidential admin- 
istration later. 


These are people who for the most part share my views 
on the situation in the world and the country and work 
for the good of Ukraine. Among them are scientists, 
politicians, and economists... One must have such a 
team. 


We are all working on the same thing that the majority of 
the people of Ukraine are working on—how to break out 
of the circle of crisis and raise the living standard of the 
people even a little bit—and eventually we must inevi- 
tably get our second wind. 


Rukh Congress Criticized As Undemocratic 


93UN0559A Lvov ZA VILNU UKRAYINU 
in Ukrainian 8 Dec 92 p 1 


[Article by I. Hulyk: “Chronicle of a Schism: The Fourth 
All-Ukrainian Assembly of Rukh Has Ended”) 


[Text] Kiev-Lvov—‘I know in advance that the newspa- 
pers are going to report on a schism in Rukh,” declared 
Vyacheslav Chornovil after the scenario of events 
scripted by him and his team came down to its finale. 
“But permit me to affirm that there is no such schism...” 


But permit me to contradict the respected cochairman 
(or if you will, the sole chairman since Sunday)—there 
nonetheless was a fracture. It is worth talking about its 
causes and consequences separately, and I intend to do 
just that. But at present I will inform the reader of the 
course of the last two days of work of the All-Ukrainian 
Assembly. 


Thus, on Saturday the delegates worked in sections 
discussing a draft Concept on Construction of the State 
of Ukraine. The author of the draft was present in the 
hall, where the topic of discussion was national security. 
People’s Deputy Ivan Zayets led the discussion. Henrikh 
Altunyan attended, as did Yuriy Kostenko, minister of 
ecology and one of the authors of a program on national 
security. In my personal opinion, the questions con- 
nected with the problem of neutrality of our state was 
fairly interesting. The essence of the discussion was that 
historical experience of the development of civilized 
states shows that only neutral countries have an oppor- 
tunity to concentrate on the resolution of internal mis- 
fortunes. A rejection of the principles of neutrality has 
often led to dependency and loss of national orienta- 
tions. Forestalling events, Mr. Chornovil exerted consid- 
erable pressure, in my opinion, to keep this issue out of 
the Concept on Construction of the State of Ukraine. His 
arguments, it seems to me, were rather naive: He said 
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that Austria has higher prices than the rest of Europe 
solely because it has remained outside of blocs for a long 
time... 


On Sunday the polemic concerning the draft continued 
at the plenary session. Its key moments concerned the 
structure of a future Ukrainian state. Serhiy Holovatyy, 
people’s deputy and leader of a section, was categorically 
against the need, promoted by the leaders of Rukh, for 
immediate adoption of a Constitution. In his opinion, 
for a posttotalitarian society it is much more advisable to 
develop temporary laws for the transition period than to 
attempt to squeeze an uncertain reality into the frame- 
work of a Basic Law. “You, Mr. Chornovil, wish to 
adopt a Constitution for Kravchuk and Plyushch,” 
summed up Serhiy Holovatyy. 


Oleksandr Savchenko spoke on a program of economic 
reforms; Ivan Zayets—on questions of national security; 
and Valeriy Ivasyuk, chairman of the section on medical 
and ecological problems, and Ihor Hereta—on a concept 
of spiritual development. 


Before the transition to examination of amendments to 
the Charter of Rukh, Volodymyr Pasichnyk of Kharkov 
warned the delegates against the possible danger of the 
transformation of the sociopolitical organization into a 
political party. If such a turn of events were to take place 
a portion of his delegation intended to leave the hall and 
create a bloc with the radically minded residents of 
Lvov, who were not permitted at the Assembly. The 
matter had already progressed to the point that 
according to official legislation the concept of a “socio- 
political organization” does not exist at all. The words of 
Volodymyr Pasichnyk were drowned in the exclamations 
of supporters of Chornovil. 


Chairman Oleksandr Lavrynovych, trying to avoid a 
discussion of charter-related questions that had been 
resolved in advance in the corridors, behaved a little too 
arbitrarily: “We are not going to discuss anything right 
now. You may not approach the microphones—they 
have been switched off.” In this fashion, cutting off his 
Opponents, amendments to the Charter were adopted 
that virtually designate the transformation of Rukh into 
a political party. In particular, henceforth other political 
structures are deprived of the right to be associate 
members, decisions of leadership organs are obligatory 
for subordinate centers, and organizations that do not 
agree with the line of the Central Leadership may be 
dissolved. 


The culmination of the “coronation” was the elimina- 
tion of the institution of cochairmen. Ivan Drach, as we 
already reported, was not present at the Assembly. As a 
result, Vyacheslav Maksymovych automatically became 
chairman of Rukh. However he nonetheless demanded a 
vote, which was carried out in the style of the “best” 
traditions of the period of stagnancy. Even Mr. 
Lavrynovych could not restrain himself: ““What we have 
accepted here is a feature of militarized parties. | am 
going to be uncomfortable in this organization...” 
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Volodymyr Pasichnyk and those like him left the session 
hall. The day before, the Ukrainian Peasant Democratic 
Party and the Social Democratic Party of Ukraine had 
declared their withdrawal from Rukh. Despite the brutal 
manners of Chairman Bohdan Boyko, Academician 
Vyacheslav Bryukhovetskiy man .2d to make this short 


reply: 


“How has this been done? In fact it has been done with 
one amendment—the elimination of the right for parties 
to be associate members. What are we doing? Young 
people, who may join any party as of the age of 16, will 
have to leave it at age 18 to join Rukh. The problem is 
not that we have undertaken the creation of a party. The 
problems is that we are hiding it from ourselves. This is 
how the party of the Bolsheviks worked: It said one thing 
and did another...” 


At the same time that sympathizers of Chornovil were 
congratulating him on his “victory,” not far away in one 
of the auditoriums of the Kiev Polytechnic Institute his 
opponents had decided to continue the fourth All- 
Ukrainian Assembly of Rukh proper. A credentials com- 
mission recognized the authority of 116 delegates from 
Lvov, Kharkov, Ivano-Frankovsk, Chernovtsy, Niko- 
layev, and Poltava Oblasts and Kiev. It was declared that 
this wing remains true to the norms of the charter 
developed by the second Assembly and that Rukh will 
continue to accept political parties that wish to be 
associate members. Ivan Drach’s powers as cochairman 
of Rukh were affirmed. Vsevolod Iskiv was elected as the 
second cochairman. Temporary leadership structures 
were formed: A Major Council and a Central Leadership. 
They will function prior to the next congress. 


This is how People’s Deputy Mykola Porovskyy com- 
mented on the alternative assembly: 


“What took place at Chornovil’s assembly was undem- 
ocratic. Such a thing has never occurred in Rukh—not 
listening to people. They have a constructive position 
and aspire to the unification of all national-democratic 
forces that work toward the construction of an indepen- 
dent Ukrainian state.” 


Plyushch Discusses Election Law Reform 


93UN0617A Kiev HOLOS UKRAYINY in Ukrainian 
16 Dec 92 p 2 


{Speech by I.S. Plyushch, chairman of the Ukrainian 
Supreme Soviet, on 12 December at Practical Science 
Conference “The Electoral System and Problems of 
Establishing a Ukrainian State”: “How We Are To Elect 
the Authorities”) 


[Text] The presence at this conference of such a large 
audience demonstrates the broad interest in these very 
timely problems. Much will depend on how we are able 
to draft legislative documents and how we inform society 
of them—for example, whether there will be future 
elections and whom we will elect. And how our future 
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elected officials continue what we have begun by 
working out a legal basis for construction of an indepen- 
dent democratic state. 


I wish to welcome and thank all those who responded to 
the invitation of the organizers of the conference and are 
prepared to participate in the discussion, and I hope you 
will show indulgence and tolerance toward one another 
and toward those variants of election draft laws that are 
proposed. I believe that these drafts still do not suffi- 
ciently correspond to the significance of the problems or 
give a complete response with regard to their solution. 
Thus we must still work hard, compare opinions, and 
listen to as many points of view and proposals as 
possible, including those of political parties, movements, 
public organizations, and official and other structures. 


As for the specific problem to be discussed at this 
conference, it is continually raised not only at rallies and 
in the hall of the Supreme Soviet but in the mass media, 
among scientists, and in collectives as well. Life itself 
proves that it must be resolved as quickly as possible, but 
it is even more important that it be resolved objectively, 
in a skilled manner, and so that the consequences are 
positive ones. 


I believe that the principles of electoral law and the 
electoral system have a direct influence not only on the 
process of formation of representative organs of power 
but also on how stably and effectively these organs will 
function and what kind of relations there will be between 
representative and executive structures at all levels. And 
one more important facet. How their powers are stipu- 
lated in the Basic Law will greatly influence their respon- 
siveness to the principles of a democratic, rule-of-law 
state. 


We speak often about our desire to construct just such a 
state. Almost no one says openly any more that he does 
not share this point of view. But as for who thinks what 
and exactly what is to be done—this is a very subjective 
matter. And a certain amount of time is needed for these 
Opinions and actions to put into practice in such a way 
that they are aimed in the direction the people have 
chosen. 


Indeed, all of the parties that have been and are now 
being formed and all of the political forces declare that 
they exist to protect the interests of the people, raise their 
living standard, and preserve peace and harmony. So 
none of that is new. The only question is how they will 
implement these slogans and what the consequences will 
be. And this is what we need to consider and reflect upon 
with a critical eye. Unfortunately, thus far we have 
hardly obtained the consequences we desired. These 
consequences exist in our real living conditions and our 
present and in the level of people’s welfare, law and 
order, culture, and morals. 


I do not wish to dwell on what kind of elections we had 
over the last 70 years, which the constitutions and 











FBIS-USR-93-007 
16 January 1993 


programs said were free, equal, and with equal opportu- 
nities. We are well aware that practically none of this was 
true. 


I would only like to declare that the latest law on 
elections to the Supreme Soviet and the local soviets 
nonetheless was a certain achievement of democracy. 
The elections took place on more democratic grounds 
and under conditions of competition between various 
political platforms. And the results were such that liter- 
ally from the first days an opposition was functioning 
everywhere within the local soviets and the Supreme 
Soviet. Perhaps it did not function constructively in 
every case. But the very presence of an opposition in the 
parliament of Ukraine was one of the reasons Ukraine 
was accepted in the world as a state that is trying to 
construct a democratic and rule-of-law society. When | 
was abroad and met with foreign state officials, many 
times I heard them say: Your parliament has a construc- 
tive opposition, and this is a sign that democratic pro- 
cesses are underway in your country. 


The diversity of opinions and views on the various 
problems of our life, including the future electoral 
system, is a quite normal phenomenon. Over the year of 
our independence we have appealed many times for 
consolidation of political forces in the name of the main 
thing—stabilization of the economic and social situa- 
tion—but we perceive the very concept of ‘“‘consolida- 
tion” differently. Some believe that it is unity and more 
unity. I would like to recall how we applauded these 
words at congresses of Rukh, in the hall of the Supreme 
Soviet, and at other meetings. But in the meantime we 
see that such unity has not occurred. Not in the Supreme 
Soviet or even in Rukh. And I believe that this is normal. 
We have already lived with “total unanimity,” and we 
know what it really is. 


Thus when they say that there is no consolidation in our 
country and that we are repeating the mistakes that were 
made before us on the path of the fight for statehood, 
they are correct to a certain degree. We need to study our 
mistakes. And the path of attempts and mistakes is not 
the best one, but for now humanity has not invented an 
ideal path. But I believe that we have achieved consoli- 
dation on the main point—we are building an indepen- 
dent state by rule-of-law means and we want there to be 
peace and harmony in society. 


Now I will speak about a new electoral system for 
Ukraine. I do not believe that any of the political forces 
will oppose the idea that we need electoral legislation 
based on a multiparty foundation. But what substance 
should we give to this idea? What is the meaning of a 
democratic electoral system on a multiparty basis? It is 
appropriate to consider here that the very word “party” 
is understood by society to mean different things. And 
very often society does not perceive it, as the leaders of 
the parties assert, as putting responsibility for the fate of 
the people foremost. Because people do not forget the 
past so quickly. 
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With regard to responsibility, it did not exist in the 
communist party. Today we understand that it was nota 
party but in essence a state structure. We must recognize 
that it directed and coordinated everything. And we saw 
what the consequences were. Thus the people have such 
an understanding of the word “party.” Of course in a 
civilized and democratic society, where parties have long 
experience and have already established their reliability, 
attitudes toward them are quite different. There they 
take part in a sort of competition. And that political 
force which by its actions contributes most to society 
enjoys the greatest authority. More people rally around it 
and support it. I believe that we should also take this into 
account as we consider which electoral system to favor. 


As you know, world experience presents rich material for 
comparison. We can choose a majoritarian system— 
voting for a specific candidate by weighing first and 
foremost his personal qualities. Or we can choose a 
proportional system—voting for lists of candidates from 
parties, emphasizing a certain political platform. There 
is also the so-called mixed system. 


Each of these systems has its own advantages and 
disadvantages. It is traditionally believed that the 
majoritarian system contributes to the electoral victory 
of representatives of large parties and this ensures a high 
level of stability and effectiveness of the activities of the 
authorities. At the same time, according to the opinion 
of some foreign experts, it discriminates against small 
parties and thus is not quite democratic. The propor- 
tional system avoids this disadvantage, but it often leads 
to excessive distribution of posts among many political 
parties and movements. which does not always con- 
tribute to stabilization of the political system. 


In my opinion, neither of these electoral systems in their 
classical form can be mechanically transferred to Ukrai- 
nian soil. It is one thing for a country where strong 
political parties have already existed many years. Under 
the conditions in Ukraine, where political parties are still 
at the stage of initial formation, one must take into 
account the real state of affairs. Especially when even 
countries that have much experience in the functioning 
of a parliament on a multiparty basis are constantly 
trying to improve the electoral system. Recently we were 
visited by a delegation of the Great National Assembly 
of Turkey, which is already in its 73d year. During a 
meeting in the Supreme Soviet I asked Mr. Dzhyndoruk, 
chairman of the parliament, “Do you think your elec- 
toral system is perfect?” He answered, ‘“‘No, we plan to 
improve it. We wish to utilize computer technology for 
analysis and summarization of opinions and proposals.” 


Thus, we need to draft laws which will unambiguously be 
a step forward. But in this process it would be a mistake 
to think that we will be able to take all our problems into 
account immediately and forever and create legislation 
that will permit us to form a genuinely democratic 
parliament and representative organs of local power and 
immediately attain the level of developed democratic 
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countries. We need to look realistically at life and, as 
they say, not try to jump across the ditch with a single 
leap. 


The next question is electoral legislation and the Consti- 
tution. No one needs to be convinced that it is impos- 
sible to make ideal electoral laws if there is no Basic Law. 
Just as problematic is how we are to adopt a Constitution 
for many years when we have not defined what kind of a 
society we will have. Let me say openly that immediately 
after declaration of Ukraine’s independence we had a 
certain euphoria. Then we said: Let us adopt a new 
Constitution quickly and we will establish a two- 
chamber parliament and dissolve the local soviets, which 
have not justified themselves... I do not wish to say that 
the Constitutional Commission was incorrect. It did the 
best it could at that time. We also tried to take into 
account the experience of developed democratic coun- 
tries. And in this process the Constitutional Commission 
had heated discussions and there was no unanimity from 
the first to the last day. Various points of view were 
expressed on the various provisions. 


And when we introduced a variant of the draft for 
national discussion, the Supreme Soviet received a great 
number of critical remarks and proposals, especially 
concerning the sections that concerned the representa- 
tive power. After this some of the members of the 
Constitutional Commission said openly that they had 
developed the draft of the Basic Law under the influence 
of laws that had already been adopted, especially laws on 
the president and the presidential representative. In 
principle that is what they were supposed to do. As for 
how perfect the legislative acts that we adopt are, that is 
another matter. 


I believe it will not be right for us to take the approach 
that if there is no Constitution then we cannot create an 
electoral law. Just as it is not right to believe that the law 
which we develop cannot lie at the foundation of a 
certain section of a new Constitution. They should 
coincide. The electoral law should contain the ground- 
work and some contours for the appropriate chapter of a 
new Constitution. 


Now allow me to speak of electoral legislation and the 
holding of elections. I believe that the adoption of a new 
electoral law and the determination of dates for new 
elections should be separated into two stages. First and 
foremost, we need to develop a law on the election of 
local representative organs of power that is as close to 
reality as possible. In the process of this work it is also 
necessary to examine the problems of territories, which 
was also discussed at the previous conference. What kind 
of administration and what kind of executive structures 
the territories will have. And now they are saying that we 
confronting the presidential structures. But it is life that 
is confronting them, not us. And one of the reasons is the 
imperfect nature of the legal foundation. Thus, it is 
necessary to develop legislation on whose basis it will be 
possible to form local representative organs and their 
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executive structures. That is first. And the second thing 
is to work in parallel fashion on a Law on the Election of 
Deputies of Ukraine. 


A portion of the work that is just as importamt and which 
the times require of us is to explain the sense of the laws 
we adopt and their significance for society. To explain 
this to the electorate and our supporters. It may be 
necessary to consult with them during the process of 
work on legislation. For example, proposed drafts do not 
define what place there for the labor collective in the 
electoral system. But labor collectives exist. And if 
anyone thinks that they can be ignored, he is mistaken. 


Of course I have expressed my own subjective opinions 
and my own view of the individual problems that you 
will discuss at the conference. Certainly the participants 
of the discussion will have other views as well, even some 
that are completely opposed. The main thing is for the 
conference to try to make a certain step forward in the 
definition of a foundation for the future electoral system 
and the strengthening of democratic processes. 


Parties Favor Mixed Majority-Proportional 
Electoral System 


93UN0584A Moscow NEZAVISIMAYA GAZETA 
in Russian 17 Dec 92 p 3 


[Article by Vladimir Skachko under the heading 
“Ukraine”: “Parties Discussing Elections and Merger: 
Ukraine Will Have a Mixed Majority-Proportional Elec- 
toral System”’} 


[Text] Kiev was the site of the latest congresses of the 
United Social Democratic Party [Obyedinennaya sot- 
sial-demokraticheskaya partiya Ukrainy (OSDPU)] and 
the Democratic Party [Demokraticheskaya partiya 
Ukrainy (DmPU)], an assembly of the “Derzhavnaya 
samotsiynist Ukrainy” [National Independence of 
Ukraine] all-Ukraine political association (DSU), an 
open conference of the Transnational Radical Party 
[Transnationalnaya radikalnaya partiya] and an applied 
science conference with direct bearing on political par- 
ties’ affairs, entitled ““The Electoral System and Prob- 
lems in the Emergence of the Ukrainian State.” The 
latter conference was sent greetings by Leonid Kravchuk, 
president of Ukraine. 


All these events were aimed at overcoming two negative 
trends in Ukraine’s political life: the formal absence of 
party membership in government organs, for which no 
single political force in the republic thus bears responsi- 
bility, and a formalistic approach io the establishment of 
political parties, which are being formed on the basis of 
individuals’ political sympathies and views, not on the 
basis of a clearly defined political, social and economic 
platforms. Hence the accepted overall orientation of all 
the party furums: development of specific platforms 
which can be carried into the upcoming elections, and a 
search for political partners on the basis of linking and 
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harmonization of party platforms instead of according to 
the principle of personal friendships between party 
leaders. 


All the parties solved this problem differently. The 
OSDPU decided to finally unite with the SDPU to form 
a single Social Democratic Party of Ukraine [Sotsial- 
demokraticheskaya partiya Ukrainy], which will defend 
the social democratic choice. It will be based on an 
alliance of the democratic and workers’ movements 
which will strive to embody the three principles of world 
social democracy: liberty, justice and solidarity based on 
general democracy and the absolute priority of human 


rights. 


The DmPU favors a national democratic Ukrainian 
state with political pluralism and a market economy, yet 
recognizes state regulation of economic processes as a 
temporary means of support during the transition period 
(to last two years). At their congress DmPU members 
also voted in favor of merging with the Ukrainian 
Republican Party (UPR), but the Republicans’ leader, 
Mikhail Goryn, said that his party will have to consider 
the possibility of a merger at a special expanded meeting 
of the party leadership. 


The Transnational Radicals are certain that today there 
exist problems which can be solved only on a super- 
national level, going beyond the national boundaries. 
Among those problems are interethnic conflicts around 
the world, particularly in the post-socialist countries, the 
fight the death penalty, environmental disasters, hunger 
requiring intervention by the entire world community, 
and arms proliferation control. 


Members of the DSU association plan to register their 
openly nationalistic organization in the coming year. 
Only Ukrainians may be members of the association, 
and they will campaign under the slogan “Ukraine 
Above All Else.” DSU members envision a future 
Ukraine only as a unified, ethnically pure state, and their 
program of action states that even mixed marriages are 
undesirable. Roman Koval, one of the leaders of the 
DSU, has declared that “‘we must revive an enemy image 
that will rouse the blood of the Ukrainian nation,” and 
pointed to Russia and Russian chauvinism that enemy: 
“The Ukrainian nation cannot be submerged in a Euro- 
pean sea, for example, but it could disappear in a 
Russian one.” In response to a question by a NEZAVI- 
SIMAYA GAZETA correspondent as to what should be 
done with the millions of Russians in Ukraine, he replied 
that if they did not agree with such a policy by genuine 
Ukrainian nationalists, then they could leave. 


There was one other noteworthy phenomenon at all the 
congresses: virtually all the parties elected deputies to the 
Ukrainian parliament as their leaders, so that the dep- 
uty’s tribune can subsequently be used to propagandize 
their views. However, the aforementioned conference, 
which was sponsored both by presidential and parlia- 
mentary structures and by the opposition (Rukh and the 





UKRAINE 21 


New Ukraine association) came to a discouraging con- 
clusion regarding parties’ participation in the upcoming 
elections. Conference participants acknowledged that 
only 10 percent of Ukraine’s population are oriented 
toward parties and their platforms, and if at some time 
in the future an election law makes provision for the 
institution of independent deputies, then it is precisely 
those independents who could win a majority of seats in 
the Supreme Soviet. Therefore Nikolay Mikhalchenko, 
head of the Domestic Political Affairs Service, 
announced that the conference’s findings recommend 
that parliament make provision in the new law for 
nomination of candidates from all registered political 
parties and blocs thereof in districts with multiple seats 
up for election. and from meetings of citizens held at 
places of residence in districts with only one seat. 


At the Ukrainian Supreme Soviet session which recon- 
vened on 14 December Rukh leader Vyacheslav Chor- 
novil proposed that the date for passage of a election law 
be firmly established and that a moratorium be imnosed 
on supplementary elections to the current body o/ dep- 
uties. It is already known that the Ukrainian Central 
Election Commission has also submitted to the S:ipreme 
Soviet Presidium a proposal that no more new supple- 
mentary elections be held, and that they not be held at all 
in places where the voters have not yet gone to the polls 
twice. All this tells us that the Ukrainian parliament will 
most likely set a specific date for adoption of a new 
election law for Ukraine, and that the republic’s electoral 
system will be a mixed majority-proportional system. 


Kiev Executive Power Conflict Viewed 


93UN0615A Kiev GOLOS UKRAINY in Russian 
24 Dec 92 p 3 


[Interviews with Vasiliy Nesterenko, chairman of the 
Kiev Soviet, and Ivan Saliy, representative of the presi- 
dent of Ukraine, by Valentina Pisanskaya: ‘“‘Confronta- 
tion in Kiev or Whose Power Is Greater’’] 


[Text] For more than a year, the Kiev Soviet operated 
under conditions defined by the citizens of Kiev as a crisis 
of authority. During this time, the soviet was headed by 
several chairmen and acting chairmen. Marking time, the 
chronic illness under the name of “again no quorum,” and 
the clarification of relations between leftists, rightests, 
and extremists, when the city’s economy was suffocating 
from instability, resulted in the citizens of the capital city 
gradually running out of patience. At different levels, 
including at the city council, they began to speak if not of 
a strong hand then at least of a strong authority. 


For this reason, the establishment of an institute of 
representatives of the president was initially accepted in 
Kiev if not with great enthusiasm then at least without 
serious opposition and more with the hope that at last the 
city will have a structure that will work to see that the city 
functions normally. After some weak discussion, the Kiev 
Soviet also went along with this reality. But the very first 
steps of the state administration, which Ivan Saliy—a 
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well-known person in the city—was appointed to head, 
first produced quiet dissatisfaction and then the open 
opposition of representative authority. The last protest 
was expressed in the appeal of the Kiev Soviet to the 
president of Ukraine for the repeal of almost 40 directives 
by the head of the city state administration of the 200 that 
went to the Kiev Soviet, as illegal, and the establishment 
of a presidential commission for the study of the reasons 
for the conflict situation between representative and exec- 
utive authority. 


Judging by the development of events, the essence of the 
matter goes much deeper than a conflict between two 
structures. The editor’s office finds the considerations of 
Vasiliy Nesterenko, chairman of the Kiev Soviet, and Ivan 
Saliy, representative of the president of Ukraine, of 
interest in this connection. The correspondent of GOLOS 
UKRAINY asked them to answer the following questions: 


1. How do you assess the situation in the city taking into 
account the actions of the Kiev Soviet (state administra- 
tion)? Are the inflamed passions a conflict between two 
authorities or two personalities? 


2. Did you foresee such a course of events? 


3. The Supreme Soviet delegated to the Cabinet of Min- 
isters a number of extraordinary powers. Does the Kiev 
Soviet delegate such powers to the state administration? 


4. Do you consider municipal property a stumbling block 
in the relations of the two structures? 


5. Your forecast of the development of events. 


6. What do you see as the way out of the existing 
situation? 


VASILIY NESTERENKO: “WEIGHTY MATTERS 
BUT WHY VIOLATE THE LAWS?” 


1. The social and economic situation in the city has 
worsened significantly in the last half year. But I do not 
link this fact just with the appearance of the state 
administration. There are many reasons for such a 
situation and by no means all of them depend upon the 
city authority. 


In reality, the executive authority in the city is the 
current state administration, a structure that has com- 
pletely taken on the functions of the former executive 
committee. And one must say thanks to the hundreds 
and thousands of individual executors, who are working 
there and striving to do their job. 


The appearance of an institution individually managed 
and essentially not responsible to anyone was the result 
of the fact that the Kiev Soviet could not establish an 
effective new collegial executive structure. The represen- 
tative of the president was able to establish his own 
executive structures significantly more quickly. And at 
first the actions of the state administration had a certain 
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positive effect. But it is temporary, for as any monopo- 
listic individual power structure established undemo- 
cratically, it cannot fail to run into a dead end. The 
individual adoption of a large number of diverse direc- 
tives does indeed make it possible to do this rather 
quickly. But is it the best way? 


Yes, we experimented with the establishment of a strong 
executive structure. It has come time to draw some 
conclusions about what was successful here and what 
was not. In my view, its continued existence in the 
present form will only slow down our advance. Here we 
need a substantial correction and mechanisms that 
would not permit a monopoly of one person in the 
making of decisions. And hence it not a matter of a 
conflict of two personalities. 


2. No, at first I did not foresee it. This was a new 
experience and for half a year the Kiev Soviet scrutinized 
how this new structure was growing, essentially without 
interfering in the work of the state administration. But 
when it got on its feet and we saw what it really is. the 
clarification of relations began. 


3. Kiev has already gone through in the worst form what 
the Supreme Soviet turned over to the Cabinet of Min- 
isters. Long before this, the Supreme Soviet deprived the 
Kiev Soviet—the legally elected authority of the city—of 
all executive structures as well as of the possibility of 
having a real influence on the actions of the state 
administration. And the latter understood this step in its 
own way: “On your knees, Kiev Soviet.” So its com- 
plaints about powers are groundless, for it did not ask the 
soviet for them. For this reason, many directives of the 
representative of the president turned out to be illegal. 
And here, I think, is something for the city procurator’s 
office to work on. 


Through decisions of recent meetings and utilizing its 
remaining authority, nevertheless, the Kiev Soviet gave 
away to the state administration all powers for the 
operational acministration and effective use of the facil- 
ities of the city’s municipal property. Only it did not 
grant these powers for the change in the form of owner- 
ship, the liquidation of enterprises, and the leasing of 
city property, for it is familiar with many negative 
examples in the work of the state administration. It was 
also temporarily granted powers in the determination of 
the payment and exemptions for the use of parcels of 
land. 


4. I would put it another way. Three fundamental 
questions are decisive in the work of the Kiev Soviet and 
state administration: land, property, and finances. 


As for the first, there is land legislation, where it is clearly 
stipulated what executive authority can and must do and 
what it cannot. But the state administration immediately 
began to violate it, recutting land parcels and allocating 
and dividing them without receiving these powers from 
the soviet. And therefore the session of the soviet estab- 
lished this procedure: the claimant appeals to the soviet 
with the claim. The soviet gives its recommendations to 
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specialists of the state administration for processing and 
then this question is presented to the session for pro- 
cessing by specialists of the state administration and 
then the question is presented to the session for 
approval. The representative of the president is ignoring 
this procedure, referring to the necessity of accelerating 
the resolution of the matter. Of course this is an impor- 
tant matter and cannot be put off but why violate the 
law? 


By the way, in this question we have already been able to 
convince the state administration to act in accordance 
with existing legislation. And we understand each other 
and work together normally. 


As for the questions involving the use of municipally 
owned facilities, the Kiev Soviet must grant powers to 
the state administration in accordance with legislation 
but the state administration must come forward with 
proposals on the powers that it needs and how it will 
carry them out. No one has come to us with this. 


And third, the question of finances. Whereas the prob- 
lems are more or less resolved with the adoption and 
execution of the budget, we still need to look into the 
lawfulness of the use of nonbudgetary and foreign- 
exchange funds. There will be something to think about 
here, especially since the procurator’s office of the city 
has protested the actions of the leadership of the state 
administration. 


But there is a way out of the situation. Although munic- 
ipal property has become a stumbling block, compro- 
mises are possible. 


5. In my opinion, we must reach an agreement, although 
there are still many complex questions such as leasing, 
for example. Here the problem should in principle be 
resolved through the legislative formation of a norma- 
tive civilized relationship and interaction of the agencies 
of representative and executive authority in the city. The 
higher state authorities must legislatively define the 
functions of both structures precisely. For today the 
legislation is such that in the statute on the state admin- 
istration and in the Law on Local Self-Administration 
our functions are defined imprecisely and very fre- 
quently in like manner. 


In addition, for example, the Law on Privatization and 
the Land Code, which rank higher than the statute on the 
state administration, define land and privatization ques- 
tions as functions of the soviets. But the state adminis- 
tration in its actions is guided by the statute, in which 
these matters are assigned to it. It turns out that the 
legislators themselves have pushed us toward a conflict. 


6. The Kiev Soviet and the state administration must 
once again sit down at the negotiating table to seek ways 
for mutual understanding in a balanced manner, with 
respect for each other, and in the interests of the city. 
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IVAN SALIY: “I AM NOT FIGHTING WITH THE 
KIEV SOVIET BUT ASKING IT: GIVE US THE 
CHANCE TO WORK...” 


1. Itis complex. There are many reasons for this. But one 
of the main reasons is the indefiniteness of this 
authority. The confrontation between the Kiev Soviet 
and the administration is not a conflict between two 
personalities. It is a matter of the situation in which we 
are forced to work. And whereas in the state administra- 
tion a manager makes a decision and knows that it will 
be carried out, in representative authority the position of 
the chairman or managers of commissions do not yet 
determine the results of the voting. 


And it sometimes happens that the head of the state 
administration is not in a position to comprehend his 
functions. In accordance with the Law on the Represen- 
tative of the President, he is the highest official in the 
city. But after the Supreme Soviet made some amend- 
ments to the law, this person has tended to become 
insignificant. He retains responsibility but has no influ- 
ence, for he always having to coordinate something. 


The state administration has repeatedly been convinced 
of the inability of the Kiev Soviet to make decisions. For 
example, the deputies have been coordinating the priva- 
tization program for more than 6 months now. I do not 
want to offend anyone but it is dangerous when extraor- 
dinarily important questions are being resolved by 
incompetent personnel. Of course it is not their fault that 
they found themselves with this power but the problem 
does exist. 


Possibly a measure like this would help to untie this 
Gordian knot: guilty parties must bear not just moral 
responsibility for benefits lost because of the failure to 
make decisions. The city, for example, has already lost 
about a billion karbovantsy just because the Kiev Soviet 
cannot reach an agreement on the allocation of land 
parcels in the historical tract of Gonchara-Kozhemyaka. 
But it was planned to turn these resources over to the 
building of free housing for citizens with privileges. 


I am not fighting with the Kiev Soviet but asking: give us 
the chance to work. 


It has become customary for the deputy to be considered 
a sacred cow whose virtues no one is supposed to doubt. 
Realizing this, he rather often appears in the role of a 
kind of public avenger or inspector, in the role of the 
bearer of the highest truth in the last instance. But life 
shows that deputies are people just like all of us with 
their inherent virtues as well as faults. 


But if one goes deeper, the essence of the current 
situation is that no one can say with certainty what form 
of authority we have—soviet, parliamentary, or presi- 
dential. And until we achieve harmony, they will dis- 
credit each other. 


2. No, because all rights and obligations were stipulated 
in the edict of the president of Ukraine and in the Law 
on Local Self-Administration. 
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3, If the Supreme Soviet delegated powers to the Cabinet 
of Ministers, then what basis does the Kiev Soviet have 
for not doing the same? 


4. Yes. But whatever sins we may be accused of, the main 
thing remains certain: it is the merit of the state admin- 
istration that everyone in Kiev has understood that 
municipal property is not a good that belongs to no one. 
It is our greatest wealth and the basis of bases of the local 
economy. Fortunately, the deputies have also finally 
understood this. They understood and raised a ruckus, 
saying: we did not turn any powers over to the state 
administration but it is working. 


And as for the powers, by law no one has taken them 
away from us, for the state administration is the legal 
successor to the executive committee, which was also 
granted the right to dispose of municipal property. In 
accordance with the addendum to the law, the Kiev 
Soviet must turn over to us powers within the limits of 
some competencies. It is not transferring them to us and 
$s doing nothing itself. Nevertheless, questions involving 
municipal property require decisions not just every day 
but every minute. We accept them but they accuse us of 
violating the law. I am firmly convinced: there should be 
one owner of muaicipal property. In the city, for 
example, there are 10,000 tenants. We used to receive 60 
million rubles in rent within a year. Now we have more 
than billion in less than a year. 


Why are there so many conflicts about this today? It is 
because we all became accustomed to no one owning it. 
But when the owner showed up and asked on what basis 
a subject is occupying a building, let us say, then of 
course there was rather little justification for it. There is 
presently no order in this matter, for enterprises and 
organizations do not know the boundaries of their terri- 
tories and land parcels and occupy them without any 
justification. It must not be this way. 


5. I forecast a worsening of the situation. And although 
the problems with fuel and energy resources,*the credit 
and monetary system, and others are not the fault of the 
local authority, the people themselves are raising the 
question of responsibility. They will not look into who is 
guilty: the deputy of the Kiev Soviet or the staff member 
of the state administration. They will remember us all 
with a “good” word. And justifiably so. 


6. I would begin with something else. When they 
appointed the administration of Kiev, its foreign- 
exchange receipts were zero and today they amount to $3 
million. It was possible to collect funds outside the 


budget and to save the capital construction program. ¢ 


More housing will be built this year than in the past. The 
by-laws of 1,590 enterprises have been brought into 
conformity with the laws. Now they know that they are 
state or municipal enterprises and will be privatized 
when the Kiev Soviet deems this to be advisable. The 
administration issued 1,500 directives aimed at 
improving the city economy. 
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The Kiev Soviet is now characterizing this work as illegal 
because we have no powers granted by the soviet itself. 
The administration is found to be unconstitutional. Such 
a theater of the absurd should be stopped and the 
Organization of authority should be put on a civilized 
legal basis. 


By their nature, our soviets have historically been 
focused on the full range of authority and never share it. 
In their current situation, they are incompatible with the 
market economy and tend toward distributive and 
administrative functions. In power structures, however, 
there should not be anyone who with unlimited rights to 
make decisions would not be responsible for the perfor- 
mance not only of official obligations but also preelec- 
tion programs for which the voters had given him 
preference. 


Editors Ask for Government Subsidy 


93P50034A Kiev PRAVDA UKRAINY in Ukrainian 
18 Dec 92 p 1 


[Appeal to the Ukrainian Cabinet of Ministers: ‘Mines 
of Communication Lie in Wait for the Ukrainian Press, 
Left To Be Bought Up by a Monopolistic Agency.” 
Introductory paragraph in Russian] 


[Text] A group of editors-in-chief of republic newspapers 
appealed in a letter to the Ukrainian Cabinet of Ministers 
concerning the catastrophic condition of the national 
press. We are reprinting the contents of that letter. 


A group of editors-in-chief of republic newspapers calls 
the attention of the government to the catastrophic 
condition of the Ukrainian press, which is a step away 
from perishing. 


The astronomical increase in the price of energy and 
paper, which is imported from Russia, typesetting, 
printing, as well as distribution and delivery in the 
context of an acute economic crisis and the ruination of 
banking and economic ties, in essence has made the 
functioning of Ukrainian national newspapers impos- 
sible. At the same time, publications from Russia, taking 
advantage of dumping prices on paper and relying on the 
support of their parliament and government, can easily 
fill the newspaper market in Ukraine and become the 
default supplier of information. 


In order to rectify this situation, we believe the following 
steps are necessary: 


sing a centralized procedure, quickly purchase a large 

Geantny of newsprint (as of | January, the price of one 

ton will be 200 American dollars or the commercial 
equivalent in rubles). 


-As an exceptional measure, grant a yearly state subsidy 
to the mass media for the delivery and distribution of the 
press. 


It is necessary to speak separately about the general 
necessity for the latter measure. The monopolistic diktat 
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of the Ministry of Communications on delivery and 
distribution has exceeded all reasonable bounds. The 
prescribed ultimatum-like rates cannot be qualified as 
anything but extortion. Thus, the newspaper 
DEMOCRATYCHNA UKRAYINA is supposed to allo- 
cate more than 39 million karbovents [coupons] in 1993 
for delivery and distribution. PRAVDA UKRAINY, 
SILSKI VISTI, ROBITNYCHNA HAZETA, NEZAVI- 
SIMOST, and others are in the very same position. 


Thus, after the reallocation of funds to the Ministry of 
Communications, nothing remains for the economic 
activity of the newspapers themselves, and they will be 
forced either to cease publication early in 1993 or begin 
a second subscription campaign. 


The only solution is a state subsidy for the distribution 
and delivery of the Ukrainian press (exactly as it is done 
in many countries of the CIS). To that end, implement 
this as a exception, and from 1994 work out and confirm 
a new system and rate for delivery and distribution that 
would reflect the actual state of affairs. 


Please consider these proposals. 
The editors of the republic newspapers: 


DEMOCRATYCHNA UKRAYINA - V. Stadnychenko 
PRAVDA UKRAINY - O. Horobets 

ROBITNYCHNA HAZETA - Ye. Babenko-Pivtoradni 
MOLOD UKRAYINY - V. Bodenchuk 
NEZAVISIMOST - V. Kuleba 

VECHERNIY KIYEV - V. Karpenko 

KIYEVSKIYE NOVOSTI - V. Nekipelov 
KIYEVSKIYE VEDOMOSTI - O. Shvets 

UKRAYINA MOLODA - M. Doroshenko 

MOLODA HVARDIYA - H. Korzh 


HOLOS UKRAYINY Subsidy Criticized 


93UN0620A Kiev VECHERNIY KIYEV in Russian 
19 Dec 92p 1 


[Article by Vitaliy Karpenko, people’s deputy from the 
Prirechenskiy Electoral District: “Don’t Heed HOLOS 
UKRAINY, But Listen Rather to the Groan From the 
Ukrainian Press”’] 


[Text] I have submitted to the press the cardinal points of 
my speech made at the Supreme Council's session of 16 
December 1992. I have done this because I was needlessly 
interrupted there many times, and I would like to present 
the contents of my speech for the attention of my own 
constituents and Kievans in general. 


First, let me say a few words about how this matter was 
brought before the session. 


On the one hand, this is a local issue, a narrowing-down 
of a present-day problem. Instead of examining and 
considering the broader question of the emergence and 
survival of Ukraine’s national press under the new 
conditions, the country’s highest legislative organ is only 
examining and considering the matter of its own printed 
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sheets. But there is something to talk about here. The 
Ukrainian press is becoming commercialized: it is being 
bought up wholesale and retail. At one time the famous 
Crimean magnate Kolesnikov bought up several publi- 
cations, thereby concealing his patronage. But now that 
these publications have penetrated right to the heart of 
his true intent, he has stopped financing them. 


On the other hand, this is reminiscent of those recently 
past—but still very dear to many persons in this audito- 
rium—times when the party bureau supported this or 
that newspaper at various levels. And this, pay attention, 
was worked out and supported not in the Central Com- 
mittee Presidium, but primarily in the bureau. And we 
decided to “support” HOLOS UKRAYINY at a session 
of the Supreme Council, and—furthermore—for all to 
hear. As if there were not enough discussion of this 
matter in the Presidium. Incentally, even the draft 
decree confirms this: There is nothing about this matter, 
nor does it bind us to anything. 


This auditorium has heard many hysterical shouts about 
the threat of fascism in Ukraine. Of course, we should 
not underestimate the slightest possibility of such a 
threat. It seems more likely, however, that the hysterical 
pedaling on the threat of classical fascism is a recogni- 
tion of the reality—in order to distract public attention 
from the real threat. Yes, there is a threat or danger of 
fascism, but of the red rather than the brown variety. 
Remember the sitting on this ession’s first day: How 
those persons who had been in hiding since the failure of 
the putsch came out of the trenches, how they took took 
over and controlled the microphones, speaking from five 
to seven times each; with what anguish they demanded 
the rehabilitiation of the CPU [Ukrainian Communist 
Party]. Party organizations have been recreated in the 
localities, and raykoms of the Socialist Party have been 
set up. The following primitive but effective opinion has 
been implanted in the minds of average citizens: When 
the communists were in charge, there was something to 
eat, but since the democrats came to power there has 
been nothing. 


And nobody wants to look the following truth in the face: 
Just what kinds of democrats have brought the country 
to such a condition? Who is standing on all the rungs of 
the power ladder from bottom to top? Who is occupying 
the chairs in the apparatus of the administrative struc- 
tures? And one more non-rhetorical question: Who 1s 
responsible for all this? And an absence of punishment— 
as we know—engenders and nourishes irresponsibility. 


The present hearing of the newspaper's case 1s nothing 
but an attempt to resurrect the widely known Bolshevik 
principle of guiding or directing the press. 


All this is being carried out against the background of the 
breakup of the democratic movement, the excessive 
ambitions of the leaders of the now-numerous but utterly 
uninfluential parties and afctions. You become sad when 
you see such a thing. You feel like shouting out: Come to 
your senses! Let’s be vigilant! Is it possible that history 
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has taught us nothing? Let's remember the following 
points: Discord, bickering, the lack of unity and magna- 
nimity among the democrats has already once led to 
domination by the Bolsheviks. The stages of this domi- 
nation are well known: civil fratricide, parasitism, 
mockery and scoffing, plundering, violence done to the 
people; the elimination of the peasant as owner and 
master by the means of forced collectivization; genocide 
by means of famine and freezing; the extermination of 
the flower of the nation—the intelligentsia; the ruthless 
plunder of our natural resources; bringing the blos- 
soming land to the brink of ecological disaster; and 
distorting the very soul of the people. 


Thus, is it not time for all democratic forces—and 
especially those in this auditorium—to transcend indi- 
vidual differences and close ranks for the sake of 
Ukraine and its future? 


With regard to the newspaper HOLOS UKRAYINY, it 
is the right of a founder to investigate and analyze its 
Own press organ. The organ’s duty is to carry out the 
program of its sponsor. There can be no differences of 
Opinion on that score. 


I would like to pose another question here. 


In the first place, does the Supreme Council of a demo- 
cratic Ukraine need its own general political newspaper? 
Will a newspaper which is virtually the mouthpiece of 
certain high state leaders and the expression of their 
political line be able to play the role of a ‘fourth estate,” 
i.e., the estate of public opinion? In what Western 
democratic country—to which we are fond of referring 
often—do the power structures (the U.S. Congress, the 
French parliament, the German Bundestag, etc. have 
their own general political publication? None of them 
do. To have one’s own mouthpiece is an idea espoused 
by totalitarian regimes and extremely weak regimes. 
Strong regimes and genuine democracies do not fear 
public opinion, even if it is in opposition to them. 


And, in the second place, the newspaper of the Supreme 
Council has been granted particularly war, hothouse-like 
conditions. It is provided with paper; it has a state 
printing center which is virtually its own; it is generously 
subsidized from the state budget—it has been given 55 
million rubles just during the first six months of this 
year, and next year—according to its editor in chief—it 
will require more than 600 million rubles to maintain 
this “HOLOS” [voice]. And it is precisely here that the 
following question comes up: Why does a citizen of 
Ukraine have to pay twice for the “voice” of our 
parliament—once directly—as a subscriber, and the 
second time—in a hidden fashion—as a subscriber—as a 
taxpayer? Why should millions of taxpayers have to pay 
for this newspaper, when they do not even subscribe to 
it? After all, you know, the funds for this subsidy are 
taken from the state budget. And that comes at at time 
when all the other newspapers are operating completely 
either on the principle of self-support, or are being 
maintained and supported by their own founders. Is it 
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not time that we turned things the other way around? If 
the Supreme Council wants to publish its own news- 
paper, to have its own mouthpiece, let it be subsidized 
from those funds which have been provided for the 
maintanance and support of the Supreme Council itself, 
and let the deputies themselve decide these matters. We 
have had enough of certain politicians pedaling their 
own lines at the expense of the people's money. Politi- 
clans come and go. Can you imagine a situation 
whereby—over a certain length of time—the majority in 
the Supreme Soviet would be held by various, frequently 
Opposing, political forces? How would each of these 
forces be served by HOLOS UKRAYINY? Would it 
change its line by 180 degrees? In and by itself, such a 
supposition attests that the existence of mass print media 
belonging to the power and administrative structures is 
both antidemocratic and—pardon me for saying so— 
anti-people. 


But if the Supreme Council is truly yearning to develop 
democracy, it should forget not only about its own 
HOLOS and publications of the other power structures, 
as well as about a national press as a whole. Unless, of 
course, we want to replace the entire multifaceted nature 
of public opinion by the opinion of the HOLOS. 


ECONOMIC AFFAIRS 


Klympush on Function of Transportation Ministry, 
Monopolism 


93UN0619A Kiev GOLOS UKRAINY in Russian 
22 Dec 92 p 3 


[Interview with Ukrainian Minister of Transport O. 
Klympush, by A. Krazlyanskiy; place and date not given 
“What Kind of Ministry Do We Need?"’] 


[Text] Minister of Transport of Ukraine Orest Klympush 
responds to questions from GOLOS UKRAINY observer. 


[Kraslyanskiy] Esteemed Orest Dmitriyevich! The Cab- 
inet of Ministers launched itself on a decisive course 
toward renovation of both structure and quality of work. 
We know, that there has been a lot of arguments centered 
on the Ministry of Transport and the feasibility of its 
existence and functions. What place in our government 
do you see for your agency? 


[Klympush] It is true that state leaders are currently 
conducting a critical analysis of administrative struc- 
tures, reviewing the very principle of state management 
under present-day conditions. The current stage of our 
development is a special one—we must create not only 
some viable organs of power, but the state itself, since the 
process of state building has not come to an end. 


I think that now it is not advisable to make any substan- 
tive changes in the structures of state management to 
which we have become accustomed such as ministries 
and committees. As indicated by world experience the 
Ministry of Transport is specifically that government 
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Organ without which it is impossible to imagine any 
country. In every concrete case, however, it 1s necessary 
to take into account the peculiarities and specific fea- 
tures involved in the functioning of such a state subdi- 
vision. 


In the six months that our ministry has been in existence 
under conditions created by a difficult time saturated 
with domestic contradictions and inappropriate support 
by the Cabinet of Ministers with its traditionally scornful 
attitude toward problems of the Ministry of Transport, a 
significant amount of experience was nevertheless accu- 
mulated. 


{Kraslyanskiy] What place should the Ministry of Trans- 
port occupy in the state structure of Ukraine? 


[Klympush] That is exactly what I wanted to talk about. 
The primary function of the ministry is creation of a 
clear-cut national transportation system which would 
amalgamate regions, enterprises, and various types of 
transport, satisfying the needs of the population and 
defending the interests of the state and our people both 
in Ukraine and beyond its borders. Secondly, it is the 
integration of Ukraine in the world economy. That is 
impossible without an efficiently functioning transport 
system. Its operation is the business card of the nation. 
When someone arrives here in an airplane or by train the 
first impressions of Ukraine are formed by the activities 
of specifically those structures. 


Our agency cannot be regarded as a structure having 
corporative links with aviation, railways and water 
transport. On the contrary, it is, so to speak, in construc- 
tive opposition to them. The ministry must form general 
demands for them, along with norms and standards in 
the performance of various types of operations, that is, 
serve primarily as the protector of consumers and state 
interests. 


At the same time the ministry concludes agreements and 
coordinates its activity with transportation structures of 
other countries, inasmuch as world lines of communica- 
tions are closely interrelated. But it must not interfere 
under any circumstances in the economic activities of 
any transportation enterprises. 


{Kraslyanskiy] But that contradicts the main thought 
expressed by you. How is it possible not to intervene in 
the internal activity of enterprises when in one way or 
another you are regulating their operation, so to say, 
placing them within a certain framework? 


[Klympush] That is a traditional but erroneous view of 
things. Yes, the state creates certain conditions within 
whose boundaries enterprises function. Such a frame- 
work consists of standards, norms, laws, taxes, interstate 
agreements, and the like—all that without which, you 
must agree, it is impossible to get by. But at the same 
time entrepreneurial activity, the desire and possibility 
of effective management and acquisition of profits are 
not limited by anyone in any fashion. Secondly, if we 
touch on the problems of transportation in a concrete 








UKRAINE 27 


manner, the broad development of entrepreneurial 
activity here, as nowhere else, is being hindered by 
monopolism, The railway, for instance, is the sole and 
absolute monopolist. This is what happens. Today all 
property there is distributed among six large railways 
and they do not desire any competition at all, That is 
why I have this question: why not give large railway 
stations and depots the status cf enterprises, providing 
them with the opportunity to determine their economic 
activity on their own, which would undoubtedly 
improve the quality of service for the public? 


But no, that is not really wanted. It turns out that not the 
ministry but the agency itself hinders the initiative. In 
such cases the role of the Ministry must boil down to 
elaboration of regulatory and standardization require- 
ments for such enterprises, that is establishment of a 
framework for their activity and definition of the posi- 
tion and order of interaction .n the transportation com- 
plex as a whole. 


[Kraslyanskiy] Yes, in this case, prodding a certain 
monopolist toward destatization, the ministry will be 
playing a positive role. But you said that the ministry 
also assumes foreign economic relations, removing a 
large subdivision, let us say, motor transport, from that 
sphere. Is this not interference in its affairs? Is this not 
hindrance of market relations? 


[Klympush] An international agreement is not a market. 
A broad international agreement does not exclude direct 
ties between enterprises. Let them develop. We, in turn, 
regulate such specific issues as rules governing the 
crossing of borders, the size of various payments and the 
rates per kilometer, and border crossing permits. 


It is also necessary to establish proper technical licensing 
bearing in mind that transportation involves dangerous 
conditions and must meet certain requirements. The 
ministry negotiates cooperation with other countries at 
the state level. 


[Kraslyanskiy] That means the ministry must not be a 
dictator but rather an ally of the existing structures in 
transportation? 


[Klymipush] One of the main functions of the ministry is 
to create conditions for effective functioning of transpor- 
tation subdivisions, while on the other hand, protecting 
state interests. For instance, if our transportation unit 
which does not meet contemporary international stan- 
dards and is handled by an unskilled engineer, becomes 
involved in an accident, the state must reimburse any 
losses. That is why the state must exercise constant 
control over transportation facilities and the skill levels 
of operating personnel. 


[Kraslyanskiy] Permit me to ask one more question. 
What forms of ownership, in your view, are best suited 
for contemporary management in transportation? 


{[Klympush] It is presently considered that the main and 
predominant form of ownership in the transportation 
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branches must be state ownership. But we conducted a 
seminar of representatives from all branches of transpor- 
tation together with foreign specialists in order to reveal 
new forms of labor motivation and development of 
interest in results of work. There it was stressed that it is 
necessary to open the road to private ownership. It 
would allow a significant decrease in the number of 
transport units since today we have too many motor 
vehicles, railcars, vessels, and other property which do 
not meet real needs of our society. In addition to that the 
private sphere will introduce healthy competition on the 
market of transportation services. The atmosphere of 
competition today is plainly necessary in transportation 
subdivisions. So far the monopolists have been hin- 
dering the development of these processes. 


Certain facilities within the transportation structure, in 
Our Opinion, must not be privatized. They are primarily 
the railways, state motor roads, means of control over 
traffic safety, and others. 


[Kraslyanskiy] It is surprising to hear you suddenly talk 
about the struggle against monopolism inasmuch as the 
Ministry of Transport to a great degree is a monopolistic 
structure itself. Then how do you envisage the struggle 
against monopolists in such powerful structures, for 
instance, like the former Aeroflot? 


{Klympush] The path toward destruction of monopolism 
in each branch has its own peculiarities and depends in 
many regards on the will of the people. If they are 
supported this work will proceed well. That is exactly 
what we were guided by when creating the Ministry of 
Transport. We strove to organize such organic structures 
which would react in a flexible manner to the require- 
ments of life. With some of the state administrations 
relations are being formed with difficulty, while with 
certain others, such as aviation, for example, they are 
almost ideal. The “Ukraviatsiya” State Administration 
is being created specifically like a state organ performing 
only the functions of coordination, certification, super- 
vision, and technical control over flights, as well as 
elaboration of documents and standards. “Avialinii 
Ukrayini”’ however, is a commercial economic structure. 
At present there is talk about the creation of several 
competing Ukrainian airlines even with the preservation 
of the state form of ownership. 


In maritime transport we see a completely different 
picture. All proposals for the creation of several com- 
peting systems on the basis of that bloated monster—the 
Black Sea Steamship Company, encountered uncon- 
cealed opposition of the maritime administration. The 
Association of Ukrainian Maritime Ports, however, 
warmly supported the concept of the Ministry of Trans- 
port of Ukraine. The understanding of specialists and 
practical workers reinforces our confidence that we are 
on the right track. 


The issue involving elimination of monopolies is excep- 
tionally important and pressing. Such monopolies as the 
railway and Morflot, which are resisting present-day 
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trends, must be controlled by the state without fail, and 
it is up to the ministry to do so. 


[Kraslyanskiy] | became convinced that the implementa- 
tion of various forms of ownership in transportation is not 
just talk, but your actual position. You apparently also 
know about the struggle that developed among river trans- 
portation workers against their entry into the structure 
under the Ministry of Transport. There are certain grounds 
for that. The river transportation workers for the first time 
received the right to create a joint-stock form of ownership 
as transitional to privatization. Inclusion of the Ukrrech- 
flot into the structure of the Ministry of Transport, how- 
ever, is viewed by personnel of that branch as an infringe- 
ment on their right to privatize. 


[Klympush] | would like to stress that the Ministry of 
Transport is not a branch which may be joined or not 
joined. Its functions encompass “everything that moves,” 
but this, I repeat, pertains only to frameworks, principles, 
standards, norms, etc. We compiled our proposals for the 
Cabinet of Ministers and the president in which we 
expressed our opinion to the effect that the most important 
facilities, such as, for instance, the Kiev or Kherson River 
Ports, cannot be fully privatized. The controlling package 
of shares in that case must remain state property and this 
suits the long-term interests. We also feel confident that 
organs which carry out technical supervision, setting of 
quotas, licensing, and control over the state of the water- 
ways, must remain state agencies. It is very strange to hear 
complaints to the effect that the Ministry of Transport of 
Ukraine is taking money away from river transportation 
workers. I am declaring that we have not received a single 
kopek from them, including foreign currency, and never 
opposed privatization in that branch. 


We have already signed many international agreements. 
Quite a few are being prepared. They are necessary for 
coordination of work with the neighboring countries. The 
presidential edict on the Ministry of Transport was issued 
embodying our vision of the concept underlying the trans- 
portation complex of Ukraine. The adoption of appro- 
priate decisions at the highest level will allow us to 
effectively resolve pressing transportation problems. 


Commentary on ‘Radical Reform,’ Price Hikes 


93UN0619B Moscow KOMSOMOLSKAYA PRAVDA 
in Russian 29 Dec 92 p 2 


[Item by M. Starozhitskaya: “Ukraine Living in the 


‘“Gaydar Manner’’’} 


[Text]Ukraine is also heading for the market. In accor- 
dance with a decree of the Cabinet of Ministers almost all 
the prices here as well have become free. Not more than 17 
percent of the products remain under state control. 


It seems that Ukrainian “shock therapy” is promising to be 
even more brutal than the one in the Gaydar manner. The 
wholesale price of coal will increase by a factor of 
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three and will cost about 8,000 karbovanets a tonne. 
Initial price for meat will be 320 karbovanets, while a 
loaf of bread will cost 35, While the cost of gasoline will 
completely break the motorists who will have to shell out 
100 karbovanets per liter. The prices will be just as free 
on milk, sausage, vodka, and other items. 


Naturally, as indicated by the Russian experience, wages 
will immediately start chasing after prices. The smaller 
that gap the steeper the inflation rate. Therefore it is 
necessary to abandon any illusions about a kind govern- 
ment. The Ukrainian Premier Kuchiaa, of course, is 
certainly no Gaydar. But he is compelled to bring order in 
the economy using precisely the same harsh measures. 


Radical reform in Ukraine will evidently proceed in an 
even more painful manner than in Russia inasmuch as a 
whole year has been wasted and the ruble zone was 
destroyed along with industrial links within the CIS. But 
there is no other way out. 


at present new prices have been introduced in 14 oblasts of 
Ukraine. In January eight more will be joining them. The 
administrations of Donetsk, Zhitomir, Ivano-Frankovo, 
and Khmelnitskiy oblasts have not adopted the final 
decision but the government has warned them: there are 
going to be no subsidies by the center. 


Report on Impact of ‘Newly Freed Prices’ 


93UN0623A Moscow SELSKAYA ZHIZN in Russian 
4 Jan 93 p 3 


{Report by A. Karanda: “There Are Now More Coupons, 
But Less Food”) 


[Text] Prices were “freed” on New Year’s Eve in Ukraine. 
Their sharp upsurge on the vital necessities—food prod- 
ucts, apartment rents, urban and suburban transportation 
costs—had been anticipated by the citizens of sovereign 
Ukraine with fear in their hearts, but these prices had not 
been expected to rise as quickly as they did in fact. 


First to express their feelings were workers from Kiev’s 
renowned “Arsenal” Plant, who arrived at Government 
House demanding explanations. Spontaneous meetings 
also took place in Donetsk, Kharkov, and other Ukrainian 
cities. But the price rises are faits accomplis, and the 
citizens’ souls—“‘tanned”’ by the market—already seem to 
have agreed and have calmed down. “The devil is not so 
terrible as he is painted....”’ But he is “painted” in present- 
day price lists and grocery stores in double- and triple-digit 
figures. What can be said? The market rooster has already 
painfully bitten our sovereign little corner of the world 
during this, “his year.” The renowned Ukrainian flat cake 
has gone up in price to 50 karbovantsy, a kilogram of meat 
and fat—to 1,000 karbovantsy, the trolleybus fare imme- 
diately rose by a factor of 10, communications services 
doubled, prices on medicine went up by a factor of 1.5, 
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apartment rents as well as prices for municipal services 
went up several-fold. To be sure, not long before prices 
were “freed” in Ukraine wages were increased for many 
categories of employees in the budgetary sphere, as were 
also the pension amounts. But it is as if the infuriated 
prices immediately closed the gap between the desirable 
and the possible for virtually all social groups of the 
population, particularly for the poorer strata. 


Just what was it that caused this step to be taken by L. 
Kuchma’s “government of hopes’? In his speech on Ukrai- 
nian TV the premier cited as the main reason .he incred- 
ible rise in energy prices. Also exerting an effect, moreover, 
were the results of the policy conducted by the previous 
Ukrainian Cabinet of Ministers. The financial system was 
utterly devastated, and inflation reached an unprece- 
dented scale. In a number of national economic sectors 
control over wage increases has been almost completely 
lost. There has been a steady increase in social expendi- 
tures, which were not provided with realistic budgetary 
revenues. In short, there are now more coupons, but less 
and less food. Meanwhile, the state has artificially held 
down prices on agricultural products, thereby placing the 
farmers in a disastrous situation. If things continue to 
remain as they have been, the products of fields and 
livestock-raising farms could only be produced at a loss. 
But, according to the premier, there is no longer any 
money in the Ukrainian Treasury for granting subsidies to 
agriculture. 


Was there an alternative to this decision by the Ukrainian 
government? The premier considers that there was not. To 
print up new Ukrainian karbovantsy would mean cur- 
tailing production still more, thus provoking an epidemic 
of inflation and pushing the economy toward utter disin- 
tegration and collapse. 


So as at least to dull somewhat the sharpness of the “price 
dagger,” the government has worked out and intends to 
implement a number of measures. First and foremost—to 
carry out targeted and specific payments to the poorest 
strata of the population, and subsequently to partially 
abandon granting subsidies for the production of meat and 
dairy products, to place price controls on monopolists, for 
whom limiting coefficients of price rises and a system of 
declarations have been established. And from now on the 
government will impose strict monitoring controls on the 
monetary-credit policy. Bankrupt enterprises will now no 
longer be able to take out loans and recast them as 
unearned wages. The struggle against illegal incomes, cor- 
ruption, and bribery will be intensified. In short, the 
Ukrainian government is now making a sharp, decisive 
turn in the course aimed at implementing the program of 
market reforms. It foresees concrete results even before the 
end of 1993: the reduction of inflation from the present- 
day 50 percent per month to 3 percent, and—finally—the 
stabilization of production. The goals are clear. What 
remains is the “very minor matter’ of delivering on its 
promises. 
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State Official Fields Questions on Privatization 
‘Vouchers’ 


93UN0623B Kiev GOLOS UKRAINY in Russian 
16 Dec 92 p 6 


[Interview with Vadym Vasylyev, chief, Main Adminis- 
tration for Strategy and Methodology for Reforming the 
Ownership of the State Property Fund, by Leonid 
Brovchenko; place and date not given: “You Cannot Get 
Your Hands on Our Vouchers: A Timely Interview"’} 


[Text] As the saying goes: “The ice has cracked and 
broken up.” The Cabinet of Ministers has adopted Decree 
No. 655, dated 25 November 1992, and entitled “On 
Issuing Privatization Property Certificates and Putting 
Them Into Circulation.” This document has been signed 
by I. Yukhnovskyy, Ukrainian first deputy premier, and 
A. Lobov, minister, Ukrainian Cabinet of Ministers. All 
citizens of this state shall have the right to a certificate in 
the form of a privatization deposit account (having a face 
value of 30,000 rubles) in the Savings Bank of Ukraine. 
The privatization property certificates, amounting to a 
total sum of 1,520 billion rubles, will be credited to a 
specially opened, off-balance-sheet account in the Savings 
Bank of Ukraine. The Savings Bank shall make provi- 
sions for opening for each of us in our own name a 
privatization deposit account to be valued at one privati- 
zation certificate; this shall be done on condition that the 
citizen in question makes an initial payment for the 
facility which is to be privatized. You don’t understand? It 
was specifically at this point that we began our conversa- 
tion with V. Vasylyev, chief, Main Administration for 
Strategy and Methodology for Reforming the Ownership 
of the State Property Fund. 


{[Brovchenko] Vadym Valeryyevych, a well-known 
proverb unambiguously indicates that a Ukrainian 
believes something only when he can get his hands on it 
or see it with his own eyes. In contrast to Russia, which 
has taken the path of issuing securities—vouchers, we 
are Opening deposit-type accounts.... 


[Vasylyev] I understand your point. In contrast to the 
inhabitants of Russia, the citizens of Ukraine will not be 
able to sell their own privatization certificates, put them 
up for auction, or give them as gifts. Even if it were in the 
form of a security which a person could get his hands on, 
a Ukrainian certificate would not function fully as a 
security. The fact of the matter is that privatization 
certificates will exist in the form of privatization deposit 
accounts in certain departments of a savings bank. And 
just how can you get your hands on an account? 


By the way, don’t be in any hurry to run down the the 
savings bank in order to open an account. Nobody will 
do that for you so simply. A privatization account 
bearing your name will come into being only when, 
having specified the facility to be privatized, you bring in 
the appropriate payment documents, wherein it will be 
stated to whom it shall be transferred and for how much. 
If, however, you have decided to acquire the shares of a 
particular enterprise at the full face value of the certifi- 
cate, then after opening the account, it will be closed 
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immediately. And all you will be able to get your hands 
on will be the shares of the enterprise in question. 


[Brovchenko] But suppose I want to invest only a portion 
of the funds of the deposit account in a certain business 
and hold onto the remainder for better times. What 
happens in that case? 


[ Vasylyev] No problem. The bank staffers would transfer 
the indicated sum in accordance with the payment 
documents, and the rest of the money would remain in 
your name-bearing account until better times. In such a 
case you would be issued a savings-bank passbook. 
Nobody will hand over actual money to you. Just such a 
system will also be employed for housing checks and 
land bonds. But in the case of shares acquired by you on 
your Own privatization certificate—those are things that 
you can get your hands on, sell, give away, or even tear 
up. That’s your own personal affair. 


In the event that the owner of a privatization deposit 
account dies, his certficate will not be passed on as an 
inheritance. If he had not acquired shares in a particular 
enterprise or Organization, that would be a misfortune. 
Everything would pass away like dust. Such an account is 
not subject to being inherited. At least that is where the 
legislation stands as of now. How this matter will stand 
in the future is something we will have to see. Let me say 
that this matter is still being worked out in the commis- 
sions of the Supreme Council. It’s possible that changes 
will be made. 


{[Brovchenko}] And who shall have the right to open 
privatization deposit accounts? 


[Vasylyev} All Ukrainian citizens great and small. And 
those who are born before 1995 shall have the right to do 
so prior to the deadline for implementing the state 
privatization program. 


[Brovchenko] Will I be able to see to it that a privatiza- 
tion certificate is deposited for my two-year-old 
daughter, who cannot even pronounce the word “‘certif- 
icate”’ yet? 


[Vasylyev] Yes, as her father, you are entitled to do this 
in accordance with the existing legislation and at your 
own discretion. And when your daughter grows up, she 
will evaluate whether or not her father chose correctly: 
whether he invested her funds in a profitable enterprise 
or not. 


Let me anticipate a question regarding grandfathers and 
grandmothers. They do not have the right to give their 
own privatization deposit-certificates as gifts to their 
grandchildren. But they are welcome to do so in the case 
of acquired shares of stock. Let me repeat, however, that 
the right to inherit privatization certificates is still being 
worked out in the commissions of the Supreme Council. 
Changes are possible. 


[Brovchenko] Be that as it may, older people would do 
well to decide rather quickly where to invest their 
certificates and what enterprise’s shares they should 
acquire. At the same time, however, it is difficult for 
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such oldsters to get their bearings in the world of 
business and economics. What should they do? 


[Vasylyev] That's a fair and legitimate question. In such 
cases they should operate through investment funds. By 
the way, we have just now submitted to the parliamen- 
tary commissions draft laws on trust associations and 
investment funds. Because consider the following sce- 
nario: When I acquire shares is a certain enterprise, | 
am—of course—risking a great deal. Who knows? It 
could go bankrupt within six months or a year. But when 
I acquire shares in an investment fund or deposit my 
certificate in an investment fund, it diversifies my risk. 
Why is that? Well, because an investment company will 
be holding in its hands the shares of several enterprises, 
and so it is not such a terrible thing if one of them goes 
bankrupt. The others would still be afloat. To be sure, in 
that case my shares would earn somewhat less profits. 
What is in effect here is the following principle: If you 
reduce the risk, then you must share the profits with the 
investment association or company. That is a completely 
normal phenomenon, and such a principle is operative in 
all civilized countries. 


And so those citizens who have not yet decided where to 
deposit their certificates would do well to operate 
through investment funds. The Czech experience attests 
to the effectiveness of this trend. Dozens of investment 
companies were created there, and they have had enor- 
mous funds at their disposal. Some 72 percent of the 
Czech “vouchers” found their place specifically in such 
investment companies. 


Incidentally, it is precisely the proposed scheme for 
issuing privatization property certificates and putting 
them into circulation which will enable people to adapt 
themselves more quickly to the market for secondary 
securities. That is important, given the very low level of 
economic literacy among the population—something 
which has evolved in this state. People will pass through 
a unique kind of campaign to eliminate such illiteracy. 
We are planning to publish a special, methods-type 
postcard for mass circulation; it will explain to Ukrai- 
nian citizens the procedure for opening their own priva- 
tization deposit accounts. 


Today V. Pynzenyk, the deputy prime minister and 
minister of economics, assigned us the task of working 
out a mechanism for implementing the right of owner- 
ship so that a privatization certificate may become as 
negotiable as cash in circulation. Then a citizen would be 
able to sell it to whomever he wanted and charge as much 
for it as he wanted. In my opinion, that would be fair and 
equitable. 


[Brovchenko] Vadym Valeryyevych, people are fright- 
ened by the value which has been assigned to a privati- 
zation certificate—30,000 rubles. They say that—at the 
present rate of inflation—this does not amount to much 
money at all. A pair of shoes will soon cost that much. 


[Vasylyev] They should not confuse the sinners with the 
righteous folk. These certificates are not money, but 
rather securities—a unique kind of one 52-millionth part 
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of the state property. The value of such a certificate is 
not affected by inflation. Its face value will grow together 
with the value of the property. 


[Brovchenko] By its Decree No. 656, dated 25 
November 1992, the Cabinet of Ministers also approved 
the “Statute on the Procedure for Drawing Up and More 
Precisely Defining Lists of Citizens Having the Right to 
Obtain Privatization Documents.’ This is a delicate, 
finely drawn matter. Situations often arise in life which 
are impossible to fit in under a single, ideal scheme. Let's 
say, for example, that a person moves from place to 
place, but the “privatization” lists will be drawn up and 
turned over to the appropriate department of the Savings 
Bank solely at his place of residence. 


[Vasylyev] For this reason commissions will be created 
at all levels of the executive branch in order to draw up 
and clarify lists of citizens. These commissions, as well as 
a Central Commission—to be headed up by Ukraine's 
Deputy Prime Minister V. Pynzenyk—will become cen- 
ters to which a person can turn in case some puzzling 
questions arise. And there they will provide him with 
specific, skilled assistance and advice. The local commis- 
sions will inform people about the particular department 
of the Savings Bank where they will be able to implement 
thir right to ownership. Although the 14 paragraphs of 
the “Statute on the Procedure for Drawing Up and 
Refining Lists of Ukrainian Citizens Having the Right 
To Acquire Privatization Documents” would seem to 
provide for everything, life—of course—will bring up 
many problems which will have to be solved directly by 
the commissions. 


Statute on Ruble Sales, Purchase Centers 
935DOI8I1A Kiev URYADOVYY KURYER 
in Ukrainian 4 Dec 92 p 10 


{Unattributed article: “On Centers for Purchasing and 
Selling Ruble-Denominated Cash’’] 


[Text] By Decision No. 19, dated 30 November 1993, 
Leonid Kuchma, prime minister of Ukraine and 
chairman of the State Commission for the Implementa- 
tion of Monetary Reform in Ukraine, confirmed the 
Statute on Centers for Purchasing and Selling Ruble- 
Denominated Cash. We offer its full text to the attention 
of the readers of URYADOVYY KURYER. 


Statute on Centers for Purchasing and Selling 
Ruble-Denominated Cash 


The statute has been developed in conjunction with the 
issuance of the edict of the president of Ukraine “On 
Reforming the Monetary System.” dated 7 November 
1992. 


I. On Opening Centers for Purchasing and Selling 
Ruble-Denominated Cash 


1.1. Centers for purchasing and selling ruble- 
denominated cash for coupons shall be organized to 
ensure services for the citizens of Ukraine and the 
citizens of the countries of the ruble zone. 
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1.2. Centers for selling and purchasing ruble-denominated 
cash are opened by banks and entities engaging in eco- 
nomic operations in Ukraine under licenses issued by 
oblast administrations of the National Bank of Ukraine. 


1.3. To receive a license, entities engaging in economic 
operations which are residents of Ukraine submit a request 
in which they indicate the availability of accounting jour- 
nals and receipts subject to strict accounting, the name of 
the commercial bank at which a current or settlement 
account is opened, and the address of the center. 


II. Operation of Centers for Purchasing and Selling 
Ruble-Denominated Cash 


2.1. Schedules for the operation of the centers are estab- 
lished by the organizations that open them, and should be 
convenient for citizens. 


2.2. The centers should perform operations to purchase 
and sell rubles to natural persons, both residents and 
nonresidents of Ukraine. 


2.3. Rubles are sold and bought without restrictions at 
rates. The rates for selling and buying rubles are estab- 
lished on instructions of the chief of the authorized bank or 
establishment that opened the exchange center. 


2.4. It is forbidden to collect commissions. 


2.5. The sale of ruble and coupon-denominated cash is 
effected on the basis of a verbal request. Citizens are issued 
receipts for currency sale/purchase. The receipts are forms 
subject to strict accounting (they should have operational 
numbers). A sample receipt is appended. 


2.6. Two register-journals subject to strict accounting 
(stitched and with numbered pages) are kept at the 
exchange center in order to register operations involving 
the purchase and sale of rubles and coupons, a sample of 
which is given in Annexes Nos. 2 and 3. The date and hour 
when the operation of purchasing or selling currency was 
performed, the amount of rubles and coupons received 
(issued), and the numbers of receipts issued to customers 
are recorded in the journals. 


2.7. After the end of a business day, an executive employee 
of the center (cashier) calculates the amount of rubles and 
coupons bought and sold, and enters corresponding totals 
in the register-journal. 


2.8. No limits are established for the cash balances of 
exchange centers. 


III. Monitoring of the Operations of Purchasing and 
Selling Centers 


3.1. Procedures for monitoring the operation of the centers 
purchasing and selling ruble-denominated cash are set 
forth by the establishments which open them. 


Responsibility for the safekeeping of funds by the pur- 
chasing and selling centers, and the correctness of 
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keeping register-journals and complying with currency 
exchange rates devolves on the establishments which 
open the centers. 


Abuses, concealment, and falsification of accounting 
concerning the purchases and sales of rubles may consti- 
tute grounds for the revocation of a license based on 
documentary evidence and findings of the law- 
enforcement and finance organs. 


On 30 November, Viktor Pynzenyk, deputy prime min- 
ister of Ukraine and deputy chairman of the State 
Commission for the Implementation of Monetary 
Reform signed Decision No. 20, which established a 
maximum deviation of the buying rate, amounting to 
five percent, from the selling rate of the commercial 
banks of Ukraine in noncash operations with rubles, 
effective | December 1992. 


No commissions are charged on operations involving 
purchases and sales of rubles. 


Cabinet of Ministers Decree on Income Taxation 
Changes 

935D0181B Kiev URYADOVYY KURYER 

in Ukrainian 4 Dec 92 p 10 


[Decree No. 670 of the Council of Ministers of Ukraine, 
dated | December 1992: “On Increasing the Tax- 
Exempt Minimum Wage of Citizens and Revising the 
Size of Wages for Which Progressive Taxations Is Estab- 
lished”’} 


[Text] Pursuant to Point 4 of the Supreme Soviet of 
Ukraine decree, dated 5 July 1991, “On Procedures for 
the Enactment of the Law of Ukraine "On the Income 
Tax on the Citizens of Ukraine, Foreign Citizens, and 
Stateless Individuals,’ and in execution of the Supreme 
Soviet of Ukraine decree, dated 16 November 1992, “On 
Increasing the Size of the Minimum Wage and Retire- 
ment Benefits,” the Cabinet of Ministers of Ukraine 
RESOLVES: 


1. To increase the tax-exempt minimum of wages and 
other types of monetary remuneration for workers, cler- 
ical personnel, and citizens equated with them for the 
purposes of taxation, which is envisaged by the Ukrai- 
nian law “On the Income Tax on the Citizens of 
Ukraine, Foreign Citizens, and Stateless Individuals,” 
dated 5 July 1991, to 2,300 coupons per month; the 
tax-exempt size of financial aid—to 12,800 coupons per 
year; the value of gifts (bonuses in kind) received from 
enterprises, establishments, and organizations—to 2,600 
coupons a year; and additional compensatory payments 
by enterprises to their employees for meals in canteens 
and cafeterias—to 700 coupons a month. 


2. To establish the following rates for levying the income 
tax: 


a) on the amounts of wages received by citizens for 
performing their labor duties and equivalent income 
(Article 8 of the Law): 
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Size of monthly iacome Amoant of tax 
up to 2,300 coupons tax exempt 





from 2,301 to 19,100 coupons 


12 percent of the amount exceeding 2,300 coupons 





from 19,101 to 25,200 coupons 


2016 coupons plus 15 percent of the amount exceeding 19,100 coupons 





from 25,201 to 38,000 coupons 


2,931 coupons plus 20 percent of the amount exceeding 25,200 coupons 





38,001 coupons or more 





5,491 coupons plus 30 percent of the amount exceeding 38,000 coupons 





b) on incomes received by citizens for doing occa- 


sional work and other payments other than at the law): 


place of principal employment (Article 14 of the 





Size of moathly income 


Amount of tax 





up to 300 coupons 


two percent of the amount of income 





from 301 to 500 coupons 


six coupons plus three percent of the amount exceeding 300 coupons 





from 501 to 700 coupons 


12 coupons plus five percent of the amount exceeding 500 coupons 





from 701 to 1,300 coupons 


22 coupons plus six percent of the amount exceeding 700 coupons 





from 1,301 to 3,300 coupons 


58 coupons plus nine percent of the amount exceeding | ,300 coupons 





from 3,301 to 6,100 coupons 


238 coupons plus 10 percent of the amount exceeding 3,300 coupons 





from 6,101 to 12,300 coupons 


518 coupons plus |! percent of the amount exceeding 6,100 coupons 





from 12,301 to 19,100 coupons 


1,200 coupons plus 12 percent of the amount exceeding 12,300 coupons 





19,101 coupons or more 





at the rates of Article 8 of the law 





c) on the amounts of authors’ honoraria for creating, the authors of discoveries, inventions, and industrial 
publishing, performing and otherwise using works of prototypes which are used for the first time (Article 17 of 
science, literature, and art, as well as remunerations for __ the law): 





Size of yearly income 


Amount of tax 





up to 3,600 coupons 


two percent of the amount of tax 





from 3,601 to 6,000 coupons 


72 coupons plus three percent of the amount exceeding 3,600 coupons 





from 6,001 to 8,400 coupons 


144 coupons plus five percent of the amount exceeding 6,000 coupons 





from 8,401 to 15,600 coupons 


264 coupons plus six percent of the amount exceeding 8,400 coupons 





from 15,601 to 39,600 coupons 


696 coupons plus nine percent of the amount exceeding 15,600 coupons 





from 39,601 to 73,200 coupons 


2,856 coupons plus 10 percent of the amount exceeding 39,600 coupons 





from 73,201 to 147,600 coupons 


6,216 coupons plus |! percent of the amount exceeding 73,200 coupons 





from 147,601 to 229,200 coupons 


14,400 coupons plus |2 percent of the amount exceeding 147,600 coupons 





from 229,201 to 302,400 coupons 


24,192 coupons plus 15 percent of the amount exceeding 229,200 coupons 





from 302,401 to 456,000 coupons 


35,172 coupons plus 20 percent of the amount exceeding 302,400 coupons 





456,001 coupons or more 





65,892 coupons plus 30 percent of the amount exceeding 456,000 coupons 





On the amounts of remunerations paid to the author’s 


heirs repeatedly (more than once): 





Size of yearly income 


Amount of tax 





up to 6,100 coupons 


60 percent of the amount of income 





from 6,101 to 12,700 coupons 


3,660 coupons plus 65 percent of the amount exceeding 6,100 coupons 





from 12,701 to 37,700 coupons 


7,950 coupons plus 70 percent of the amount exceeding 12,700 coupons 





from 37,701 to 75,700 coupons 


25,450 coupons plus 75 percent of the amount exceeding 37,700 coupons 





from 75,701 to 126,300 coupons 


53,950 coupons plus 80 percent of the amount exceeding 75,700 coupons 





from 126,301 to 189,300 coupons 


94,430 coupons plus 85 percent of the amount exceeding | 26,500 coupons 





189,301 coupons or more 





147,980 coupons plus 90 percent of the amount exceeding 189,300 coupons 
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d) on incomes from entrepreneurial activities, as well as 
other incomes of citizens not enumerated in articles 7, 


FBIS-USR-93-007 
16 January 1993 


14, 16, 22, and 27 of the law (Article 20 of the law) 





Size of yearly income 


Amount of tax 





up to 147,600 coupons 


in an amount equal to the total of the tax paid for the corresponding number of 
months by workers and clerical employees at the rates of Article 8 of the law if 
there is no place of principal employment, or at the rates of Article 14 of the law 
if there is a place of principal employment 





from 147,601 to 229,200 coupons 


14,400 coupons plus 12 percent of the amount exceeding 147,600 coupons 





from 229,201 to 302,400 coupons 


24,192 coupons plus 15 percent of the amount exceeding 229,200 coupons 





from 302,401 to 456,000 coupons 


35,172 coupons plus 20 percent of the amount exceeding 302,400 coupons 








456,001 coupons or more 


65,892 coupons plus 30 percent of the amount exceeding 456,000 coupons 





3. Points | and 2 of the present decree apply to the 
amounts of wages and other equivalent income of citi- 
zens which accrues to them after | November 1992. 


3. Points | and 2 of the present decree apply to the 
amounts of wages and other equivalent income of citi- 
zens which accrues to them after | November 1992 
[paragraph repeat as published]. 


4. Ministries and departments, the Council of Ministers 
of the Republic of Crimea, oblast state administrations, 
and Kiev and Sevastopol city state administrations shall 
communicate in a timely manner the size of the tax- 
exempt minimum wages of citizens and their progressive 
taxation to enterprises, establishments, and organiza- 
tions over which they have functional jurisdictions. 


5. The Ministry of Finance and tax services of Ukraine 
should systematically monitor the correctness of the 
collection of the income tax on the citizens of Ukraine, 
foreign citizens, and stateless individuals, and its 
transfer to the budget. 


6. To declare Decree No. 277 of the Cabinet of Ministers 
of Ukraine, dated 26 May 1992, “On Increasing the 
Tax-Exempt Minimum Wage of Citizens and Revising 
the Size of Wages for Which Progressive Taxations Is 
Established” (ZIBRANNYA POSTANOV UKRAY- 
INY, 1992, No. 6, page 138) void as of | November 
1992. 


[Signed] Prime Minister of Ukraine L. Kuchma 
Minister of the Cabinet of Ministers of Ukraine A. 
Lobov 


Procedure for Reorganizing State Enterprises Into 
Joint-Stock Companies 

935D0201A Kiev GOLOS UKRAINY in Russien 

16 Dec 92 p 6 


[Report by the Press Service of the Ukrainian Prime 
Minister: “On the Threshhold of Privatization”’] 


[Text] In order to ensure the implementation of the State 
Program for Privatizing the property of state enterprises, 
the Ukrainian Cabinet of Ministers has approved the 
following Procedure for Transforming State Enterprises 
into Open Joint-Stock Companies within the Process of 
Privatization. 


1. The present Procedure shall define the process to be 
used in transforming state enterprises into open joint- 
stock companies. 


2. A decision to transform a state enterprise into an open 
joint-stock company shall be taken by the state organ for 
privatization, based on the plan for privatizing that 
particular enterprise within a 10-day time period from 
the day it is approved. The privatization plan shall be 
worked out and approved in accordance with the 
existing legislation. 


3. The state organ for privatization—within a 10-day 
time period from the day it has taken the decision to 
transform a particular state enterprise into an open 
joint-stock company—shall submit for state registration 
of the company a statement of registration, the decision 
to create the company, and its provisional charter. 


4. State registration of open joint-stock companies shall 
be carried out within a two-week time period without 
imposing or collecting a fee and in accordance with the 
procedure established for registering business compa- 
nies. 


5. From the moment of the state registration of an open 
joint-stock company the assets and liabilities of the state 
enterprise in question shall be received by that company. 


The company shall be the legal successor and inheritor of 
the state enterprise being privatized. 


6. The decision by the state organ for privatization on 
creating an open joint-stock company shall also be a 
decision to issue shares of stock in that company. 


The issuance of shares of stock in an open joint-stock 
company shall be carried out by means of its own funds. 


7. Registering the issuance of shares of stock in an open 
joint-stock company shall be conducted in accordance 
with the procedure specified by the Ministry of Finance. 


8. Selling shares of stock in open joint-stock companies 
shall be carried out by the appropriate state organ for 
privatization in accordance with the plan for privatiza- 
tion. 


9. Until 60 percent of the shares of stock in an open 
joint-stock company are sold, the duties and powers of 
running and administering that company shall be 
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assigned by the state organ for privatization to specifi- 
cally chosen officials of the enterprise which is being 
transformed into a company in accordance with the 
present Procedure. 


The director or manager of this enterprise shall be 
assigned the duties and responsibilities of the chairman 
of the board of the open joint-stock company. 


10. In its activity such an open joint-stock company shall 
be guided by the Ukrainian Law “On Business Compa- 
nies,” as well as by other Ukrainian laws. 


Decree Releasing Subjects of Economic Activity 
From Payment of Interest on Loans, 
Responsibility for Overdue Payments 


935D0201B Kiev PRAVDA UKRAINY in Russian 
24 Dec 92 p 1 


[Decree Issued by the Ukrainian Cabinet of Ministers: 
“On Releasing Subjects of Economic Activity from Pay- 
ment of Interest on Loans and Responsibility for 
Overdue Payments on Them”’} 


[Text] In connection with the growth of indebtedness 
among Ukrainian subjects, as well as to avert possible 
bankruptcies, the Ukrainian Cabinet of Ministers hereby 
decrees the following: 


1. It shall be established that the return from the Central 
Bank of Russia of account documents belonging to 
Ukrainian subjects of economic activity concerning pay- 
ments made during the period August-October 1992 
shall be a circumstance causing the release of these 
subjects from the need to pay interest, as well as from 
property liability, for overdue payments on loans 
received by them at Ukrainian commercial banks for the 
purpose of making these payments. 


Moreover, the release from the need to pay the above- 
mentioned interest and {rom property liability shall be in 
effect for the period extending from the day of making 
the payment to the contracting party in Russia to the day 
when the returned appropriate sum is credited to the 
account of the Ukrainian subject of economic activity. 


2. Given this circumstance and under the conditions 
indicated in Article | of the present Decree, Ukrainian 
commercial banks shall return or refund—prior to the 
end of 1992—to the accounts of the Ukrainian subjects 
of economic the sums actual paid by them by way of 
interest and the sums of penalty fees for overdue pay- 
ments on loans with the remission of expenses resulting 
from the banks’ financial-economic activity. 


3. The present Decree shall enter into force on the day 
that it is published. 


[Signed] L. Kuchma, prime minister of Ukraine 


[Signed] A. Lobov, minister in the Ukrainian Cabinet of 
Ministers 


Kiev, 9 December 1992 
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Directive Specifies Rights, Tasks of Aviation 
Company 

AU0801200393 Kiev HOLOS UKRAYINY in Ukrainian 
5 Jan 93 p 6 


(“Ukrainian Presidential Directive on Measures for 
Ensuring Ukraine’s International Aviation Activity” 
issued in Kiev on 30 December] 


[Text] To further develop Ukraine’s international avia- 
tion activity and ensure competitiveness of the aviation 
company “International Airlines of Ukraine” 


1. Ukraine’s Ministry of Transport must do as follows: 


conduct certification of the personnel and aviation com- 
pany “International Airlines of Ukraine”’ as transporter 
of passengers and cargo; 


carry Out certification and registration of the aircraft 
““Boeing- 737-400” and others that will be supplied by 
foreign countries for the utilization in Ukraine and issue 
licenses for flights; 


conduct organizational and normative provision and 
supervision over the safety of flights and their proper 
servicing. 


2. Ukraine’s Ministry of Transport must represent 
Ukraine’s interests in international relations on ques- 
tions of using commercial rights to Ukraine’s airlines. 
For this purpose the ministry is granted the right to 
specify, when concluding international agreements, the 
transporter at particular lines and issue licenses for their 
exploitation; this will be done, as a rule, on a competi- 
tion basis. 


3. Ukraine’s Ministry of Transport jointly with 
Ukraine’s Ministry of Finance must submit, in accor- 
dance with the established procedure, proposals for 
creating a specialized fund for financing general state 
expenditure on ensuring the safety of flights, certifica- 
tion, and registration of the aircraft, airfields, facilities, 
and personnel, and Ukraine’s participation in interna- 
tional aviation organizations, as well as the mechanism 
for using the fund. 


4. Ukraine’s Cabinet of Ministers must determine the 
procedure by which the aviation company “Interna- 
tional Airlines of Ukraine’ compensates for the expen- 
diture for using commercial rights to exploiting airlines 
that have been granted to the aviation company and also 
the expenditure stipulated by item 3 of the present 
directive. 


[Signed] L. Kravchuk, president of Ukraine 
30 December 1992 


Decentralization of Fuel Oil Supply Channels 
Viewed 

93UN0625A Kiev PRAVDA UKRAINY in Russian 
19 Dec 92 p 2 


[Interview with V. Bryauzov, president of the ‘“Vinnit- 
sanefteprodukt”’ firm, by N. Baras; place and date not 
given: “:’usiness People Should Not Be Hindered”’] 
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{Text} They will do for Ukraine that which up to now not 
a single state structure has been able to accomplish—is 
believed by Viadimir Bryauzov, president of the “Vinnit- 
sanefteprodukt” Production-Commercial Firm. 


The later it becomes in the winter the more evident the 
growing energy crisis. There are perceptibly fewer trucks 
and passenger cars on the road and operation of public 
transport is interrupted more frequently, while the 
empty gasoline filling stations with their tightly rolled up 
hoses only confirm the grimmest of predictions. There is 
certainly no joy in thoughts about what awaits us 
tomorrow and what can be done when that small rivulet 
of oil still flowing into Ukraine finally dries up. Alas, it 
will be impossible to count on effective assistance from 
the West which was expansively promised by the former 
prime minister. Russia, our main oil partner has its own 
game—in addition to which it is not always honest and 
predictable and it is also involved in a political and 
economic competition. The latest reports from “the oil 
battle lines” are certainly not very consoling: “Yeltsin 
demanded hard currency from Ukraine for oil. Starting 
in the new year settlement of accounts with states that 
have left the ruble zone must be made at world prices.” 


Even the optimistic declaration by Yuliy Ioffe, vice- 
premier of Ukraine, to the effect that by the end of the 
year Russia will pump around two million tonnes of 
petroleum into the republic thereby ensuring normal 
operation of our economy, made against this depressing 
background, failed to dispel the gloomy mood of Ukrai- 
nian consumers of petroleum products. Have we really 
been driven into a blind alley and there is no way out? 


My conversation with the Vladimir Bryauzov, president 
of the ‘“Vinnitsanefteprodukt” Production-Commercial 
Firm began with that question. 


I do not believe,‘ Viadimir Pavlovich replied, that we 
were forced into that blind alley by someone, for 
example, by Russia. As sad as it may be, we got into it 
ourselves. Therefore the search for guilty parties cer- 
tainly should not be started abroad. In my opinion we 
would be well served to take a more critical look at 
ourselves today. For example, at the inconsistency, lack 
of reason, and occasionally, at similar actions by our 
government, both past and present, with regard to ques- 
tions dealing with purchase of petroleum and petroleum 
products. At “the curtseying” performed by Ukraine in 
connection with withdrawal from the ruble zone and 
introduction of a national currency, which in the end 
confused our partners as well as the accounting system. 
Finally, at the strange attitude of the legislative and 
executive power structure toward entrepreneurship 
within the system supplying the population with petro- 
leum products. When we do that, then a way out of the 
blind alley will be found. 


[Baras] If everything is that simple what prevented the 
Supreme Council and the government, and finally, the 
president, from putting everything in proper order in 
time? 
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{Bryauzov] Your question, alas, is misdirected. | became 
convinced of the fact that it is necessary to seek the 
causes of our petroleum problems primarily at home and 
not somewhere else through the operating experience of 
our firm. 


Here is an example. In 11 months the national economy 
received 234,200 tonnes of motor vehicle gasoline, the 
vulk of which—167,900 tonnes went to the countryside. 
This is understandable: the oblast contains a powerful 
agrarian sector which, by the way, feeds not only Vin- 
nitsa residents. From the funds, however, we received 
only 140,100 tonnes, which is "ot even enough for 
agricultural production. What cai. oe done by industry, 
transportation enterprises, and the private sector? In 
other words if we just sat on our hands and did not 
import additional petroleum products through our own 
decentralized channels, which amounted to more than 
90,000 tonnes of gasoline, almost 145,000 tonnes of 
diesel fuel, and over 160,000 tonnes of fuel oil, then, just 
figure it out, the economy of the oblast would have been 
paralyzed. 


What am I getting at? Since the government is unable to 
ensure fund deliveries in the full amount (and that, as all 
of us have become convinced by now, is impossible) and 
since it announced the transfer to a market economy, it 
is necessary, speaking graphically, to “free” the entrepre- 
neur. Let him rack his brains, search, invent, but keep 
importing petroleum and petroleum products into 
Ukraine. He will import it, there is no doubt about that, 
just as he imported it up to now. It is merely necessary 
not to block him, and even better, assist him. In our case, 
however, everything is reversed: the new government is 
virtually declaring war on all those who are in any way 
involved in commercial work with petroleum and petro- 
leum products. 


[Baras} You have in mind the recent declaration of 
Leonid Kuchma in connection with activities of the 
“Ukrneftekhim” company? 


[B@auzov] I have in mind that faulty practice of “witch 
hunting” which we cannot get rid of and that, in the end, 
harms the cause. “Ukrneftekhim” is possibly guilty, I 
cannot judge. Even though the concept of combining 
refining and distribution of petroleum products under 
unified management is not so bad. It did not work out. 
You cannot make an omelette without breaking some 


CBS. 


Here is a fresh example. Thanks to long-standing and 
mutually advan us ties with Tyumen, we reached an 
agreement abousdine delivery of 80,000 tonnes of petro- 
leum to the Ki senchug Refinery and another 100,000 
tonnes to —— Thirty percent of that amount was 
to go to the refineries while the rest was for us. Quite a 
deal. t it was not to be. Starting a war with 





“Ukrn#tekhim” the government, not making any dis- 
tinctions, or not wishing to do so, immediately included 
us as well, in a true revolutionary style, deciding to 
confiscate the petroleum we obtained as well, and, so to 
speak, “distribute it among the poor.” It is true that after 
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intervention by N. A. Didyk, representative of the pres- 
ident of the Ukraine in Vinnitsa Oblast, the government 
seems to have changed its wrath to mercy. But, we ask, 
who needs that? 


{Baras] This is an eternal question. Despite all of the 
intrigues by your own and other power structures your 
firm still manages to hold its own. Vinnitsa Oblast 
appears to be better off than others with regard to the 
supply of petroleum products. Is all that due to commer- 
cial efforts? 


[Bryauzov] In order to make it clear right off, I will note: 
almost 40 percent of petroleum products consumed in 
the oblast are acquired by us through decentralized 
channels—through direct links, through other commer- 
cial structures or joint ventures. Use is made of barter, 
direct payment, advance payment, and settlement of 
accounts through branches of Ukrainian-Russian firms. 
Without these 40 percent economic life in the oblast 
would have come to a halt long ago. 


I will not say that that percentage is easy to acquire. 
People are constantly travelling: oil refineries, Moscow 
and other banks, oil extracting enterprises, transporta- 
tion services—everywhere it is necessary to be on time, 
otherwise... We try to be there on time. The entrepre- 
neurial vein, which most of our workers have, of course 
is very helpful. 


It is true, much had to be discarded. We acquired the 
designation of a production-commercial firm only 
recently. Formerly it was the oblast administration for 
supply of the populace with petroleum products, which 
operated exclusively with fund deliveries based on the 
“plan -distribution” scheme. We incorporated the prin- 
ciple of entrepreneurship right away in the operating 
basis of, first the administration, and then the firm. 
Consequently new departments appeared: the commer- 
cial, transportation, accounting-financial, resource- 
contract, and foreign economic departments. Some, of 
course had to leave, after the work proved to be more 
than they could handle. They were replaced, however, by 
those who can do the job. 


I will say the following: initiative must not be punishable 
under any circumstances, if, of course, it is manifested 
within the limits of the law. After all, entrepreneurship 
and any, as you call them, commercial efforts are based 
essentially on initiative. In other words business people 
must not be interfered with and they will do for Ukraine 
that which up to now not a single state structure has been 
able to accomplish, including supply of our republic with 
petroleum products. 


[Baras] Vladimir Pavlovich, your words sound good, but 
they will hardly convince the powers that be. In addition 
to that, even though the business is “colorless” it is 
affected by political passions, interstate relationships, 
and the economic state of society. Therefore it is hardly 
possible to place the resolution of a problem as impor- 
tant to the state as energy supply exclusively on the 
shoulders of the entrepreneurs. 
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[Bryauzov] I agree: not one state has thus far released nor 
will release control over energy resources. Bui it is just as 
unfounded to deprive entrepreneurs of the possibility of 
assisting it, isn’t that so? 


As far as the “color” of business is concerned, it is a fact: 
the tug of war with Russia really does create quite a few 
difficulties. It is highly inefficient for us to have to move 
the train with petroleum products first to Makhachkala, so 
that the Russian officials, God forbid, would not suspect 
that it is heading for Ukraine, and then fight our way to 
Vinnitsa. Our brothers, the officials, are no fools, they 
installed all the barriers so that neither coupons, nor 
barter, nor an honest word can get through to Russia. That 
is something the government, the president, and the 
Supreme Council have to work on. 


Or look at our credit-financial affairs. An impossible 
situation has developed: prices on gasoline increased 
almost 100-fold while the consumers have nothing to pay 
with for various reasons including the fact that there are all 
kinds of banking delays, and we find ourselves at the end 
of the rope since it is necessary to make advance payments 
for new purchases and there is no money. It is also 
impossible to obtain credit: our Vinnitsa banks simply do 
not have such sums—after all this involves six to seven 
billion karbovanets. On the other hand the operations 
cannot be stopped since the entire economy of the oblast 
would be paralyzed tomorrow. Therefore we shift and 
dodge and beg. Why? There is a civilized solution to the 
problem—target oriented credit lines. Since energy 
resources constitute our “bottleneck” at the present time, 
shy not open a special credit line to service petroleum and 
petroleum product purchases? In that way we would 
immediately facilitate for ourselves the problem of 
financing oil deals and would thus decrease the time 
required to obtain oil for Ukraine. 


As far as decentralized purchases of petroleum products 
carried out by the firm are concerned, as well as deliveries 
through other commercial channels, even though they do 
create some competition in delivery, they are helping our 
economy survive. 


Oil and Gas Deposits Forecasted in Carpathians 


WS0801 1 53893 Kiev KYYIVSKA PRAVDA 
in Ukrairian 10 Dec 92 p 1 


[Unattributed report under the “Ukraine and the 
World”’ rubric: ““He Who Seeks Will Find”’] 


[Text] Drilling is under way in the Carpathians, an area 
rich in minerals. Preliminary calculations show that 
annual production of oil and natural gas in the mountains 
can be as high as 6 million metric tons, more than 
Ukraine’s total current annual production. 


INTERNATIONAL AFFAIRS 


Ukraine Said To Lack Foreign Policy 


93UN0599A Moscow NEZAVISIMAYA GAZETA 
in Russian 23 Dec 92 p 1 


[Article by Vitaliy Portnikov: “Leonid Kravchuk in 
Cairo—Does Ukrainian Geopolitics Exist?] 
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[Text] 


Diplomacy 


An historical event has occurred: The first president of 
Ukraine has arrived on the first official visit to the Near 
East, he will conduct negotiations with Hosni Mubarak, 
he will certainly sign important documents, and one of 
the most politically interesting Arab countries will 
become a genuine trading partner with Ukraine... 


The visits of Leonid Kravchuk have already become an 
integral part of Ukrainian independence, as important 
an attribute as the blue and yellow flag, the trident coat 
of arms, and the melody of the new old anthem “Ukraine 
has not perished.” A triumph in the United States, a 
triumph in Canada, trips throughout Europe and, finally, 
visits to China and Mongolia, but now also to Egypt, 
which affirm that Ukraine intends to be not simply one 
of the European countries, but a great European country. 
It will be possible to see all of this in a special program on 
Ukrainian television, to read it in the newspapers... And 
still: Why is Leonid Kravchuk making these trips? 


For the present, his visits simply resemble an effort to 
become acquainted and to introduce himself. So, they 
say, now there is this country as well. We will associate... 
The president of Ukraine is traveling around, but the 
voice of a great European country is not heard. The 
concept of a foreign policy is not apparent. Yes, of 
course, relations with Russia—this is very important, 
this is 50 percent of Ukrainian success, as President 
Kravchuk said himself. Well, but the remaining 50 
percent? Will Ukraine establish a “combined”’ coopera- 
tion with the countries of the “Visegrad troika”’— 
Poland, Hungary, and Czechoslovakia. And in such an 
event, what will the relations be with Romania, whose 
leaders more and more frequently talk about the special 
meaning of Romanian-Russian relations? How will rela- 
tions develop—outside the Russian shadow—with 
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Moldova and Belarus? Will Ukraine build its own rela- 
tions with the European Community independently? 
Will it speak out, finally, with respect to what is hap- 
pening in the former Yugoslavia? Kiev has no fewer 
direct reasons for this than Moscow. Not only Russian 
and Ukrainian boys are already dying in this war— 
unpaid mercenaries—‘‘volunteers,” but UN soldiers. 
The Ruthenians of Voivodina—one of the ethnic com- 
munities of Serbia—appealed directly to the government 
of Ukraine for assistance at the World Congress of 
Ukrainians, calling what was happening to them geno- 
cide. The voice of Kiev is listened to less vigilantly in 
Zagreb and Lyublyana than the voice of Moscow. And it 
does not evoke antipathy in Belgrade. 


Now—the Middle East. The administration of Kravchuk 
succeeded rather quickly in establishing relations with a 
country that has received thousands of emigrants from 
Ukraine—Israel. But in the Arab world as well, Ukraine 
is able to enjoy a certain influence. If it wants to, of 
course. Will Ukraine join in the search for ways to a 
Middle East settlement? At one time, the leader of a 
small European country, moreover, a Communist, laid 
the first stones for the foundation of Camp David. 
Ukraine also has its chance. And not only in Cairo or 
Jerusalem. Will it use this chance? 


It is silent. It does not give an answer. Or it answers 
something for effect. Ukraine is not engaging in geopol- 
itics. And at the same time it wants to be perceived as an 
independent partner, and not as a state on the Russian 
outskirts. But if it really starts to be accepted? What will 
Ukraine be able to say to potential allies, to those who 
appeal to it for mediation, when Kiev has tried to 
distance itself even from a conflict on its own borders— 
the Dniester region? 


Leonid Kravchuk has already flown thousands of kilo- 
meters. He will remain in the history of Ukrainian 
foreign policy for his indefatigability—an energetic 
envoy, proclaiming the birth of a new state to the world. 
Only a foreign policy itself is lacking to make the picture 
complete. 
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BELARUS 


Paznyak Analyzes Political Situation 


93UN0390A Minsk NARODNAYA HAZETA 
in Belarusian 14 Nov 92 p 2 


[Article by Zyanon Paznyak, people's deputy of Belarus 
and opposition BNF chairman: “What's Wrong With 
Parliament?”’} 


[Text] The situation started to change in April 1992 when 
more than 442,000 signatures were gathered for a refer- 
endum on extraordinary elections and the dissolution of the 
Supreme Soviet. Setting of the date of the referendum was 
supposed to be made at the 9th spring session, and the 
opposition BNF [Belarus People’s Front] did everything it 
could to accomplish this. But something unexpected hap- 
pened. During discussion of the vital question, one of the 
opposition People’s Front deputies spoke up and gave away 
the opposition’s plans, thus warning the dominant majority 
of the Supreme Soviet about of the tactical intentions of the 
Opposition in regard to the referendum. It was immediately 
decided to end the 9th session without even completing the 
scheduled agenda. The Supreme Soviet was adjourned for 
its semiannual “vacation” of lamentable memory. On 12 
May the Central Electoral Commission's ruling on the 
referendum was submitted to the Supreme Soviet Pre- 
sidium. After scrupulous verification, the Central Commis- 
sion affirmed the correctness, legality, and validity of the 
collected signatures, thus deciding the question of holding 
an all-Belarus referendum. The final say was up to the 
Supreme Soviet, which, by law, was supposed to set the date 
for an all-Belarus vote. 


In June it became clear that the session could not be 
convened even to ratify the Treaty on Reduction of 
Conventional Arms in Europe, which is politically vital to 
Belarus. The sword of the referendum paralyzed the minds 
of te people’s elected. Then, in the summer, there began 
in certain of the media an aggressive campaign against the 
Belarusian language, against Belarusian history, culture, 
and symbols of statehood. There were manipulations of 
public opinion, pseudo-sociological “surveys” carried out, 
funded by the comprador business, concerning the Belaru- 
sian people’s attitudes toward the Belarusian language. 
What was suddenly being purveyed for all to see was the 
old Suslov-Brezhnev Russification doctrine of bilin- 
gualism, granting Russian the status of official language, 
and so on. 


The Supreme Soviet’s political initiative had been com- 
pletely taken over by the Council of Ministers, which, by 
rejecting the referendum, took a sharp turn to Russia’s side 
and openly revealed its stance of capitulation. On 20 July 
it concluded a number of agreements with Russia— 
disadvantageous to our national interests—concerning 
strategic armed forces on Belarusian territory. 


The next session of the Supreme Soviet began on 20 
October. All the new tendencies that emerged last summer 
in the policies of the comprador nomenklatura were fully 
revealed here, in concentrated form, before 29 October 
(the day the Supreme Soviet lost legitimacy). 
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Two new phenomena came to light in the Supreme Soviet 
which the People’s Front cannot ignore. 


First, the effort to liquidate the Republic of Belarus and its 
state symbols, language, and sovereignty, to conclude an 
alliance with Russia and become its protectorate (to revive 
the Soviet Union). There is the feeling that hopes are being 
placed on the anti- Yeltsin red-and-brown opposition in the 
Russian federation. 


The initiator and implementer of this anti-state, anti- 
Belarusian policy in the Supreme Soviet, | believe, is the 
“Belarus” faction. It includes representatives of the 
nomenklatura, party pensioners, retired generals, and 
other nomenklatura-orthodox deputies delegated to the 
Supreme Soviet from the veterans’ organization. 


The policies of the former party group [parthrupa] and 
veterans’ delegates, which are designed to undermine 
Belarusia’s statehood, was probably first planned in detail 
with respect to all the thematic directions of the 10th 
session. This was reflected: 


—in the unwillingness to adopt a new Constitution of the 
Republic of Belarus. Contrary to regulations, a second 
reading of the Constitution was refused [sprafanavana]; 


—in attempts to discredit our state by placing on the 
referendum a number of items that are unacceptable to 
it—concerning the state political structure, the state 
language, national emblems, the adoption of a Consti- 
tution, and so on (a total of 12 propositions); 


—in attempts to revise laws and repeal democratic provi- 
sions in legislative acts passed earlier; 


—in having the session's agenda include the absurd ques- 
tion of resurrecting the KPB (Communist Party of 
Belarus]-CPSU [Communist Party of the Soviet Union]; 


—in open, provocational insults to the official state flag of 
Belarus during the session; 


—in demands to reject Belarusian neutrality and conclude 
a military alliance with Russia. 


The latter position of the nomenklatura majority was clearly 
set forth in two closed meetings of the Supreme Soviet. 
There the ruling comprador nomenklatura spoke against 
ratifying our state Treaty on the Reduction of Conventional 
Arms in Europe; their arguments were that this would result 
in undermining Belarus’s international authority and isolate 
it morally and politically and thereby with impunity untie 
the hands of Imperial Russian policies in regard to our 
country. An alternative to the ratification of the Treaty was 
thereupon offered—a military alliance with Russia. And 
there were calls to reject neutrality, warning of “NATO's 
aggressive blocs,” which are “getting stronger.” Naturally, a 
“military alliance” of this sort would destroy our indepen- 
dence and peace in Belarus. 


The opposition People’s Front and other deputies who still 
have their common sense were able to stand up for the 
ratification of the Treaty on Reduction of Conventional 
Arms in Europe and the proposition concerning Belarus's 
neutrality (which, incidentally, is written into the Constitu- 
tion). However, during discussions of Belarus’s military 
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doctrine, these issues were raised again. And again, the 
anti-Belarusian “sortie” (to use communist terminology) 
failed. 


I get the impression, however, that not all deputies of the 
former party group clearly understand the kind of ugly, 
suicidal political intrigues the Supreme Soviet majority is 
being dragged into by its irresponsible political leaders 
[palitruki]. The referendum on extraordinary elections in 
Belarus that is supposed to take place has frightened not 
only the local nomenklatura but also political circles in 
Russia «..0 are orchestrating its foreign policy. Russia's 
present leadership (to say nothing of its chauvinistic circles) 
are not interested in our democratic referendum—the first 
on the vast expanses of the former USSR—on changing the 
government. Because, if the people win in the referendum 
and a non-nomenklatura parliament is elected, the new 
people’s government might think about ihe national inter- 
ests of Belarus and the needs of its people, and our state 
would finally follow its own path as it sees fit. Hence, Russia 
is afraid it might lose its unlimited political influence on 
Belarus and its hopes for annexation which are virtually 
guaranteed by our present nomenklatura government via 
rejecting its own national policy. 


The absurd anti-Belarusian campaign which was started 
against the Belarusian language last summer under the 
Damocles Sword of the referendum, and the ant 
Belarusian policy of some of the nomenklatura in the 
Supreme Soviet, as manifested at the 10th session, do not 
stem from internal factors but primarily, rather, from the 
political pressures and foreign policy strategies of Russia, 
including certain Russian information services which are 
now operating with absolute impunity in our territory and 
in our defense industry, our armed forces, and govern- 
mental structures. Political provocations like this were 
used and worked out in the Baltics, in Georgia, and 
Moldova. They want to use an exact copy in Belarus. 


The second new phenomenon in the Supreme Soviet that 
was definitively manifested at the 10th session under the 
pressure of the necessity of the referendum was the self- 
liquidation of the unorganized (‘independent’) demo- 
cratic segment of the “deputy corps’—those who often 
(though not consistently) joined the opposition and stood 
between the BNF and the communist nomenklatura. On 
29 August, when the issue of setting the date for the 
referendum was being decided, the “independent demo- 
crats” (“Democratic Club”), with the exception of a few 
deputies, wholly supported the illegal actions of the com- 
munist nomenklatura and took the side of the ruling 
majority in the Supreme Soviet. A number of opposition 
deputies also went over to the nomenklatura majority. 


In the third year of its existence, the Supreme Soviet was 
faced with a choice, a test of its legal and statehood 
maturity. It did not pass the test, but chose to violate the law 
and human rights; it chose falsification, the retention of 
power by unlawful means. By punching buttons in concert, 
shouting, and whooping, the majority—with no regard 
either for the law or the Constitution—voted in favor of the 
absurd proposal to decline the referendum and, in effect, to 
lose the legitimacy of the Supreme Soviet. It came to pass. 
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They played the crudest and most primitive variant. The 
nomenklatura’s actions are understandable—it is the com- 
munist mentality, that's how they've been taught. 


Equally understandable is the behavior of the “indepen- 
dent democrats."’ Nobody backs them up except them- 
selves, no party, no political Movement, no organization or 
Obligations to them or to the Fatherland, except obliga- 
tions to themselves. In such a situation it would be possible 
to speak eloquently and sincerely about democracy. How- 
ever, policy is not made in isolation. And when it came to 
the choice between a just and prosperous future for the 
people, a future worthy of Belarus (which still must be 
striven for, starting with new elections) and their own 
interests and temporary advantage, it was the petty thing 
that won—their Own interests and temporary advantage. 


Nothing exceptional happened. It was all cut and dried. 
The only surprises, perhaps, were the speeches by a few 
“independent” deputies. It was all there: sincere acknowl- 
edgements of “the single tie that binds,” the “boat” that 
everyone finds so tedious, and the sacramental phrase ““we 
are a bolshevik Supreme Soviet.” 


And, you have to hand it to [following phrase is in 
Russian] “the modest charm of the nomenklatura.” They 
took all this unexpected devotion with satisfaction and... 
irony, especially during speeches by the naturally gifted 

‘of “justice.” Such lying, baseness, and false 
pathos have seldom been heard in these “lofty” chambers. 


In my travels around Belarus, constituents are always asking 
me this: Where is the guarantee that the democrats, once 
they come to power, will not start to “steal” and “grab” just 
like the nomenklatura does now? I invariably answer that 
unless we change the system of government, the laws, and 
governing relations, there is no guarantee. They will start 
behaving even more odiously than the nomenklatura com- 
munists. We have seen a lot of that kind of behavior by 
“men of the people” who have wormed their way into the 
“system.”’ The People’s Front is proposing a specific pro- 
gram of changes in the system of government and governing 
relations in order to create guarantees of democracy, 
legality, and wellbeing. I was thinking about this on 29 
October in the oval hall as I watched the fall of the Supreme 
Soviet and the self-destructive uniting of the “people's 
defenders” with the nomenklatura. 


What’s happening behind the scenes? The socially 
unchanged socialist society that existed 5, 10, and 20 years 
ago. The absence of economic and legal reform, the persis- 
tent provincial course leading to stagnation and half-a-state, 
the increasing strength of the rule-by-fiat system and the 
restoration of bold colonialist relations have in effect halted 
the social development of Belarusian society. It has become 
amorphous and atomized, without individual owners, 
without patriarchal systems, without civic cohesion, 
without a self-developed and integrating national conscious- 
ness. The absence of economic reforms of property owner- 
ship and a legal base has made it impossible, these past one 
and a half to two years, to lay the foundations for a middle 
class, to push its accelerated development and thereby 
overcome the lumpen mentality and clear the way to civi- 
lized wellbeing and statehood construction. So far, only 





FBIS-USR-93-007 
16 January 1993 


Estonia has managed to do this. Lithuania is bogged down. 
Russia is falling down. If the present nomenklatura policies 
continue, Belarus might fall down too. Rising inflation, 
rising prices on groceries and goods, and a declining stan- 
dard of living coupled with the lack of a specific, concrete 
civic goal worthy of striving for, the absence of a govern- 
mental conception of national policy in such a socialistically 
monotonous society—all this is inevitably leading to mass 
dissatisfaction and utopian social illusions and the restora- 
tion and dissemination of communist and socialist ideas. 
The conditions and social base for this exist. We can already 
see signs of a recommunistization of mentality in Belarus as 
a reaction to worsening living conditions among certain 
segments of old people. The specifics of it are that tenden- 
cies of communisi restoration in Belarus are reflected in 
anti-state, anti-Belarusian, anti-cultural phenomena. There 
can be no comparison of relations with communists in 
Belarus, and, for example, in Poland, Lithuania, Hungary, 
or any other country. In those places, despite strong political 
antagonism with society, the communists do objectively 
have things in common with it—a common language, and 
recognition of the value of the state and its sovereignty. 
Nothing like that exists among the communists in Belarus. 
They are an alien, anti-state, anti-Belarusian creature whose 
activities would have to be protected [perhaps a misprint for 
intended “prohibited”—translator’s note] under normal 
conditions, in a normal democratic state. Just like the 
activities of the fascists (if there were any) and other 
anti-state, anti-national, anti-human extremist organiza- 
tions. 


We have to take account of some successes achieved by 
post-communist propaganda, which has managed to sow 
doubts among some people about the prospects for democ- 
racy. The ruling nomenklatura passes off the consequences 
of its selfish, anti-people policies as the legacy of demo- 
cratic transformations, as the consequences of the myth- 
ical leadership of democrats in Belarus. We are seeing signs 
of apathy in our society, of indifference, indecision, and a 
certain psychological stagnation. At the same time, the 
democratic movement is spreading to the periphery. 


Events in the Supreme Soviet and the situation in society 
are being analyzed diligently by deputies of the People’s 
Front. The trouble is that the legislative acts of the illegiti- 
mate institution which the Supreme Soviet has become 
since 29 October do not have a legitimate character. From 
the legal standpoint, the people have the right not to obey 
any laws that are passed by such an institution after 29 
October 1992. This is a very dangerous situation in society 
and one that is ominous for the opposition BNF. Following 
the classical but theoretical pattern, it should have quit the 
parliament. Meanwhile, the changes that have taken place in 
the Supreme Soviet, and the situation in Belarus, with civic 
processes at a low ebb, show that it would be wrong to 
abandoned this Supreme Soviet now. It would signal polit- 
ical defeat, a capitulation to the usurpation of power and the 
absurd, illegal decision to prohibit the referendum; it would 
mean leaving the Belarusian people completely blind to 
what is happening in the upper chambers of power, untying 
the hands of the usurpers and opening the way to falsifica- 
tion and the deception of the people. The opposition has 
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decided to fight for people's rights, for the referendum, for 
the interests of Belarus, to remain the legitimate minority in 
the Supreme Soviet and expose its illegality. 


Hence, the deputies of the opposition People’s Front has 
remained one of the forces in the Supreme Soviet, have 
passed the test and remain faithful to the interests of their 
constituents, their people and Belarus. We remember the 
dates 19-25 August 1991, when the small opposition BNF 
resolutely took upon its shoulders the fate of the Fatherland. 
And, with God's help, and with patience, it has accom- 
plished much. We now face another turning point, a difficult 
and exhausting tine, but not for a minute will we abandon 
the idea of defending the vital interests of our people. We 
must fight for them under all circumstances. Everything we 
have warned about and called people to prepare for is 
coming true. It is time, for example, to introduce our own 
currency; we are now approaching world crisis; both 
Ukraine and Russia are setting boundaries.... Everything 
has happened like we said. Except in Belarus, people have 
not heeded the voice of the opposition. It’s time to think! 
Unless our Belarusian state is made strong and sovereign, 
unless we have a state policy derived from the national 
interests of society, unless we develop our national culture, 
no economic reform, no wellbeing at all will be possible. If 
we lose our state, our state sovereignty, the people will never 
enjoy the fruits of their labor, their national wealth. Our 
people’s labor will go to enrich others; poverty and slavery 
will result, followed by national extinction. Unless our 
people revive and establish the Belarusian language they will 
have no roots, no place in this world, no way to enhance 
their self-awareness and civic self-organization; they will 
never revive their history (for that is in language) and be 
creative. 


The referendum issue has not been removed from the 
agenda. The Supreme Soviet’s political statement on the 
referendum calls for holding elections in a year and a half. 
The opposition, however, believes that the referendum 
should be held in accordance with the law which the 
parliament itself passed. 


I think that the primary practical task of the People’s Front 
now is to Organize, everywhere in Belarus, civic represen- 
tative commissions, participated in by people's deputies 
from local soviets to curb the plundering activities of the 
nomenklatura. We must count on help from all segments 
of the population, from young people to retired persons. 


And, on the subject of veterans and pensioners: traveling 
all over Belarus as I do, I can see that veterans and 
pensioners are truly living in poverty and have nothing 
common with delegates from the party-pensioner nomen- 
klatura sitting in the Supreme Soviet and regularly 
speaking of a supposedly, [following phrase is in Russian] 
“on behalf of the many-million-man army of veterans of 
Belorussiya.”” There are veterans in the People’s Front as 
well, and we support all old people who have need of it. 


To be sure, we do take a differentiated approach to the 
nomenklatura as well. No one is going to condemn honest 
people who are professionals and specialists in their jobs. 
It is also fair to say, however, that the country must know 
its “heroes,” as the saying goes. 
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Let me also point out that, because the decision to decline 
the referendum was illegal, we need to continue prepara- 
tions for a nationwide vote (the creation of structures, and 
$0 On), so that when this absurd situation has been over- 
turned we will be ready for constructive work. 


The cynical banning of the referendum is a temporary 
phenomenon. This “non-event” will only serve to 
strengthen our popular forces. The rigidity [adnaznach- 
nasts’} of this Supreme Soviet has now been exposed. And if 
anyone still, in his soul, hopes to ford the stream on a dead 
horse, now is the time to give up these illusions. And the 
sooner the better, so that they won't have to (like the 
chairman of the National Bank of Belarus) give up and come 
to parliament with their hands in the air, saying “Help, 
robbery—they want their money!” And what have we been 
telling you, Mr Chairman, since 1990? What have we been 
warning the high nomenklatura assembly over and over 
about these last three years? But I have no doubt that, forced 
to introduce a national currency, you will go on committing 
stupidities. And if anyone now begrudges the millions a 
referendum will cost, let him figure how many billions every 
month of this Supreme Soviet’s incompetent action and 
inaction will cost our society. They have poured 100 billion 
rubles into Russia alone, like a bottomless pit. And Yeltsin 
and Gaidar have acted like simpletons and are not about to 
go back. They say, It’s necessary to trade but not to deliver. 
So much for your demagoguery about raw-materials “‘inde- 
pendence” from Russia, how [following phrase is in Rus- 
sian] “economic ties are being broken,” and all your 
thoughtless trading-shmading. What good does it do to trade 
like that? Who is to blame, then, esteemed comrades, for the 
fact that we have all been robbed? Who is to blame? 


FROM THE EDITORS: 


This is the view of the opposition BNF in the Supreme 
Soviet. What are the opinions of representatives of other 
deputy factions? What do readers think? 


Commentary on Influence of Trade Unions 


93UN0614A NEZAVISIMAYA GAZETA in Russian 
24 Dec 92 p 3 


{Commentary by Igor Sinyakevich under “Belarus” 
rubric: “There Will Be No Law on the Lockout or Mass 
Protest Meeting Either’’] 


[Text] The mass meeting of protest against the social and 
economic policies of the government and the draft law on 
the lockout worked out by it that was planned for 22 
December was cancelled by its organizers shortly before the 
indicated date. The Federation of Trade Unions of Belarus 
[FPB], which was an organizer of the action, and the 
Council of Ministers signed a joint communique on the 
results of 3 days of talks. Under this document, the govern- 
ment refrained from presenting a draft law on the lockout 
for the review of the Supreme Soviet, obligated itself to 
retain the current prices for milk and the basic kinds of 
bread in the first quarter of 1993, raised the minimum wage 
to 3,000 rubles a month, and set the minimum pension at a 
ratio of 1.25 to the minimum wage. The Council of Minis- 
ters also accepted obligations to double the volume of 
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housing construction next year, to develop a republic 
employment program by February, not to undertake mass 
layoffs of workers at state enterprises without preliminary 
consultation with trade unions, and to implement the pri- 
ority extension of credit to those plants that create addi- 
tional jobs. 


In commenting on the demarche of the FPB and the 
subsequent talks, the following circumstances should be 
noted. The FPB, being the direct successor of the quasi- 
trade unions that existed under the former regime, was 
forced to act under the conditions of harsh competition with 
the strike committees and independent trade unions that 
arose on the wave of strikes in April 1991. At the present 
time, the branch trade unions of the FPB unite almost 100 
percent of hired workers but the authority of this organiza- 
tion is not great. In trying to strengthen their leading 
position, the old trade unions are beginning to operate 
under the rules of the game of a civil society, gradually 
taking on a new social! role for them, that of protectors of the 
interests of workers. 


But how sincere are the leaders of the old trade unions in 
their actions? After all, they are flesh from the flesh of the 
communist nomenclature that has retained its authority. In 
past years, the transition from “party work” to work in the 
trade unions and vice versa was the natural movement of 
trusted cadres. And according to some reports, Chairman of 
the FPB Goncharin was supposed to occupy the position of 
chairman of the Supreme Soviet of Belarus but he was not 
even elected to parliament in 1990 and this post was left to 
Dementey. And now these trade union workers are trying to 
make it appear that they are opposing the government of V. 
Kebich (talks, a communique, and the threat of a general 
strike) and defending the interests of workers. It is obvious 
that here they are “playing to the public” and “letting steam 
out of the boiler’ when the measures for social protection 
planned by the government are presented as a compromise 
between the trade unions and the Council of Ministers. 


The “release of steam” is preventive in nature and precedes 
the liberalization of prices for a large number of food 
products. It is well known that the IMF demanded from the 
Government of Belarus that it definitively free prices by the 
end of the year as a preliminary condition for the granting of 
credits. It is unclear precisely when that will occur—in the 
last days of the closing year or in January of next year. But 
it is obvious that within the next few weeks the production 
of most dairy and meat products will be deprived of state 
subsidies. Only the prices for bread, milk, urban transpor- 
tation, housing rent, municipal services, and medication 
will continue to be subsidized out of the budget. 


The government of Vyacheslav Kebich is by no means a 
“kamikaze” team and the current cabinet that is trying to 
stay in power must constantly balance between the necessity 
of carrying out market reforms, as is being insisted upon by 
international financial organizations and the main opposi- 
tion forces within the republic, and the observance of the 
social and economic interests of the population. The gov- 
ernment of Kebich learned well the lesson that was given to 
it by the workers in the course of the famous strikes in April 
1991 and does not want a repetition of it. 
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KAZAKHSTAN 


Parliament’s Relations With Media Scored 


93US0266A Moscow NEZAVISIMAYA GAZETA 
in Russian 26 Dec 92 p 3 


[Sergey Kozlov report: “Parliament's Censors Are 
Unhappy With NEZAVISIMAYA GAZETA Correspon- 
dents: And a Two-Week Recess in the Supreme Soviet 
Session Has Been Called”’} 


[Text] The session of parliament has called a recess for 
three [as published] weeks. It will resume on 13 January, 
and the deputies will have to work on a considerably 
larger part of the issues than that which they had 
managed to consider in the two weeks since the start of 
the session. Two laws have in fact been passed thus far: 
“Stamp Tax” and “Defense and the Armed Forces of the 
Republic of Kazakhstan.” The other documents are 
revisions and addenda to laws passed earlier. 


The final days of parliamentary business passed in 
feverish haste, and it was for this reason, evidently, that 
people forgot to clear the hall of representatives of the 
media, as has always been the practice here, when they 
embarked on completion of discussion of the package of 
military documents. The amendments to the laws on the 
security, interior, and internal forces authorities were 
thus made very rapidly. 


No less prompt was the adoption of the decision on the 
Supreme Soviet of the Republic of Kazakhstan’s mem- 
bership of the CSCE Parliamentary Assembly and the 
World Interparliamentary Union. The agreement 
between CIS governments on agreed principles of tax 
policy and the status of the Economic Court in the 
Commonwealth was ratified also. 


On the last day before the recess parliament ratified the 
agreement on trade relations between the Republic of 
Kazakhstan and the United States and the Collective 
Security Treaty. 


Thus Abdildin, speaker of parliament, succeeded in 
accomplishing at least the program minimum, which was 
in jeopardy immediately following the start of the ses- 
sion, when discussion of the draft constitution became 
bogged down in deputies’ debate. This derailed all the 
timeframes for the adoption of other documents and 
forced the parliamentary leadership to seek a solution, 
which was found in the form of a commission for 
completion of the draft constitution. 


The same option had to be used following Prime Min- 
ister Sergey Tereshchenko’s report also. The program of 
anticrisis measures which he had presented did not meet 
with a single sympathetic response, and the criticism of 
the cabinet promised to be endless. So the urgently 
formed commission, which will revitalize this document, 
will evidently work right up to the end of the session. 


On the whole, however, the work of the Supreme Soviet 
no longer evokes the interest which it did earlier. Even 
the local press confines itself more often than not to 
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official enumerations of enacted laws in place of exten- 
sive exegesis of the work of the Supreme Soviet, as was 
the case previously. Nor are there any demonstrators in 
the vicinity of the parliament building. Of the power 
structures in Kazakhstan, ever increasing significance is 
attached to the president’s office. This was reflected also, 
for example, in the fact that Kim Serikbayev, head of the 
Defense Department of the president's office, delivered 
the report on the draft Defense Act. 


The following has already happened repeatedly in the 
practice of relations between the press office of the 
Kazakhstan Supreme Soviet and journalists. The parlia- 
mentary leadership has only had to take a dislike to some 
journalist’s words or comments, and the author has 
immediately lost his accreditation. 


On this occasion parliament’s censors disliked the fact 
that the author of these lines quoted in material of 9 
December the words of Serikbolsyn Abdildin, chairman 
of the Supreme Soviet (“Speaker Abdildin: Russia is not 
my business’), and even after it had been shown that 
they really were heard in the simultaneous translation 
from the Kazakh precisely as had been quoted in the 
material, NEZAVISIMAYA GAZETA’s correspondent 
was accused of “‘an aspiration to distort what had been 
said and twist the words of a leader of the republic.” 
Although they were unable to indicate of what the 
inaccuracy consisted. As has been learned, the material 
was simply not to the liking of Kayrolla Yerezhepov, 
deputy chairman of the Supreme Soviet, who insisted on 
a retraction in the local parliamentary newspaper. In 
addition, it was hinted to your correspondent that his 
further accreditation in parliament would depend on his 
proper behavior. 


Journalists have found themselves in similar situations 
in the past. Tatyana Kvyatkovskaya, correspondent of 
KAZAKHSTANSKAYA PRAVDA, lost her accredita- 
tion for unduly bold words about parliament, and 
Vladimir Ardayev, correspondent of IZVESTIYA, was 
debarred also (for quoting Nursultan Nazarbayev). The 
NEZAVISIMAYA GAZETA correspondent has now 
been selected. Parliament’s press office is hereby making 
it understood to journalists that not all statements may 
be quoted in the press. 


‘Unprecedented’ Wheat Harvest of 35 Million 
Tonnes Expected 

PM1301114993 Moscow ROSSIYSKAYA GAZETA 
in Russian 12 Jan 93 First Edition p 7 


[Unattributed report under the “Yesterday, Today, and 
Tomorrow” rubric: “There Will Be Much Wheat in 
Kazakhstan”’] 


[Text] Kazakhstan’s Prime Minister S. Tereshenko [as 
published] has said that this year an unprecedented 
wheat harvest of 35 million tonnes is expected in the 
republic and that half of it may be sold to Russia. 


According to a BBC correspondent, Kazakhstan is the 
only one of the former Soviet republics in which there is 
a grain surplus. 
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Kazakh Customs Rates More Liberal Than 
Russian, Ukrainian 


93440582A Moscow KOMMERSANT DAILY 
in Russian 3 Dec 92 p 3 


{Article by Marat Salimov: “Kazakhstan Has Estab- 
lished Its Customs Tariffs: Importers Have a Liberal 
Treatment in Kazakhstan”) 


[Text] Yesterday the Kazakhstan Embassy in Russia 
received the text of President Nursultan Nazarbayev’s 
edict on implementing a temporary import customs tariff 
affecting 102 types of goods. More liberal than the 
Russian or Ukrainian, this tariff provides for customs for 
the import of widely used goods, alcoholic beverages, 
cigarettes, and means of automotive transport. 


As stated in Nursultan Nazarbayev’s edict, the goal of 
imposing the import customs tariff within Kazakhstan is 
to “have an effective import policy for the republic and 
to increase revenues for the state budget.” 


In accordance with the edict, as of December Ist, import 
duties imposed will be a percentage of the customs value 
of imported goods, and will be paid in rubles. In order to 
calculate the amount of the customs to be paid, the 
currency value of the goods will be recalculated in rubles 
at the rate established by the National State Bank of the 
Republic of Kazakhstan. 
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The list of goods subject to import customs is comprised 
of 102 designated goods widely used by the public, wine 
and vodka beverages, cigarettes, and means of automo- 
tive transport. The customs rates varies from 0.5 to 21 
percent. The highest rates are for various kinds of 
alcoholic beverages—from 4 to 13 percent; porcelain— 
12 percent; video cassette recorders, video cameras, 
tapes, and video and audio cassettes—10 percent. The 
lowest customs will be imposed on drawing equipment 
and office supplies, films and slides, and phonograph 
records—0.5 percent. 


Depending on changes in government policy in the area 
of foreign economic relations, it is expected that import 
tariffs may be changed. The Cabinet of Ministers of 
Kazakhstan is empowered to make decisions about this, 
based on proposals by the Customs and Tariff Council of 
Kazakhstan or the Ministry of Finance. 


Experts have noted that notwithstanding the long list of 
goods subject to customs duties when imported into 
Kazakhstan, it is much shorter than either the Russian or 
Ukrainian. For example, import duties in Russia are 
imposed on all imported goods with the exception of 
only a few categories. In Ukraine, import duties are 
imposed not only on goods used by the public, but also 
on goods for production and technical use. The Kazakh 
import customs tariff is also much more liberal than the 
Russian or Ukrainian. In accordance with the Russian 
customs tariff, duties are imposed at a basic rate of 15 
percent, and in Ukraine there are differentiated rates. 





Rate Amounts for Import Duties on Certain Types of Goods, Imported Into Kazakhstan, Russia, and Ukraine 

































































Type of Goods Duty Rate (in %) 
Kazakhstan Russia Ukraine 

Wine-Vodka Beverages 20-25 25-30 
Ethyl Alcohol 4 100 25-30 
Cognac 13 15 25-30 
Whiskey 13 15 25-30 
Cigarettes 5 15 20-40 
Passenger Automobiles 2 7 25 10-20 
Motorcycles and Motor Scooters l 25 10-20 
Video Cassette Recorders 10 25 20-35 
Video Cameras 10 25 20-35 
Video/Audio Cassettes 10 25 10 
Television Sets 7 25 20-35 
Tape Recorders 5 25 20-35 
Amplifiers 5 15 20-35 
Facsimile Machines 5 15 5 
Men’s Coats 3 15 8-25 
Women’s Coats 3 15 8-25 
Leather Clothing 5 15 10-30 
Footwear 1 15 3-30 
Suits 1 15 8-25 
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UZBEKISTAN 


Housing Privatization Begins in Tashkent on 
‘Experimental’ Basis 


93US0272A Moscow DELOVOY MIR in Russian 
12 Dec 92 p 6 


[Article by Yuriy Galimov, Business-Press News Agency: 
“How Much Does an Apartment in Tashkent Cost?”’} 


[Text] Before year’s end specialists of the Republic of 
Uzbekistan’s Committee for the Administration of State 
Property must complete their work on the draft law on 
privatizing housing in Uzbekistan. That is to say, the 
mass destatization of housing in this republic will begin in 
1993. But, meanwhile, at the suggestion of Tashkent’s 
Mayor’s Office, privatization of housing by way of an 
experiment has already begun in Uzbekistan’s capital. 


It is understandable that the privatization of housing 
cannot be regarded as an act of charity of the state’s part. 
The outlays spent on maintaining the state housing fund 
amounted to more than 2 billion rubles annually, and 
during recent months have risen precipitously. 
According to forecasts for the next few years, the costs of 
housing construction and municipal services will con- 
tinue to increase steadily. Under these conditions it is 
virtually impossible for the state to go on subsidizing the 
maintenance of housing. That does not mean, however, 
that the privatization of apartments will be mandatory 
or compulsory for all apartment-renters. No, this is a 
voluntary matter. Those persons who do not wish to 
become apartment-owners will conclude leases. How- 
ever, the leasing provisions will soon become less advan- 
tageous or profitable than those involved in privatizing 
an apartment. 


As I was informed in this city’s Mayor’s Office, housing 
which is on the balance sheets of the local soviets, 
departments, and public organizations is subject to 
privatization, with the exception of accident-damaged 
areas and those which are unsuitable in accordance with 
sanitary-engineering norms. The following categories are 
likewise not subject to privatization: apartment houses 
and living quarters situated on the territory of closed 
military posts, houses and apartments which are histor- 
ical or cultural landmarks, including museum-homes. As 
to cooperative apartments, they are already essentially 
privately owned. It has been proposed that the owners of 
such apartments, as well as the owners of privatized state 
housing, be given standardized legal writs or deeds 
attesting to their ownership. 


A state apartment may be purchased by any inhabitant 
of Uzbekistan who has a permanent residence permit 
(and has had it for at least five years) in those houses 
which are subject to privatization. In these times the 
purchase prices of housing are quite modest and afford- 
able for most apartment-renters. Thus, in apartment 
houses built prior to 1992, apartments will be sold to the 
population at well-balanced prices, taking into account 
the year when the house was built. Moreover, for 
example, a three-room apartment situated in a house on 
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a local Soviet's balance sheet will cost—on average— 
between 13,000 and 14,000 rubles. This sum may be 
paid off on the installment plan. Some 20 percent of the 
total amount may be paid in the form of a share 
payment, while the remainder may be gradually paid off 
over the course of five years. In the example cited above 
the share payment for a three-room apartment would 
come to 5,200 rubles, whereas the the annual installment 
payment would be 1,560 rubles. As we can see, this sum 
would be almost symbolical. 


Districting will be another criterion for assessing the 
price of housing. The city is being divided into five 
provisional zones—according to their distance from the 
center of town, as well as the level and availability of 
transportation and other services. For example, in the 
first zone (the downtown area in the center of the city) 
housing will cost 31 percent more, whereas in the fifth 
zone (more remote mass housing built on former 
kolkhoz lands with a poorly developed infrastructure) it 
will be even cheaper than in the third zone, which has 
been defined as the zero zone. Using this methodology, 
we can calculate the value of all housing that is subject to 
privatization. 


Unfortunately, those persons who have just moved into 
new apartments are not so lucky: Apartment houses built 
in 1992 will be privatized at higher prices. The construc- 
tion of one square meter of such housing now costs the 
state from 6,500 to 7,500 rubles (in 1990 it amounted to 
no more than 300 rubles). Based on such extimates, the 
cost of a one-room apartment in the downtown area 
could reach 250,000 rubles or higher. Those persons 
wishing to privatize housing under these conditions shall 
be permitted to pay in the form of a one-time payment 
amounting to 20 percent of the total cost and the 
remaining amount over a 10-year period. 


A housing owner acquires the complete right to dispose 
of his apartment as he sees fit. He can lease it, exchange 
it for a larger or a smaller apartment, sign it over to any 
other person, give it away, or bequeath it. There will no 
longer be any restrictions in these matters. 


Naturally, taking into account the present-day migra- 
tional situation, the following question arises: Will there 
be any restrictions on selling privatized apartments for 
owners who are desirous of moving out of Uzbekistan? 
In human terms one can understand those persons who 
have decided to dispose of their own property. But the 
people in the Mayor’s Office wonder whether or not this 
is fair and equitable with regard to a republic which— 
alone among the CIS countries—has decided to sell 
property at the lowest possible prices to the population. 
Therefore, the mechanism for selling housing to persons 
who are about to leave this republic shall be as follows: 
Citizens will be obliged to sell their privatized housing at 
free, uncontrolled prices at an auction, with a subsequent 
payment amounting to 40 percent of the sum obtained as 
a result of selling the apartment to be made into the 
municipal budget. Naturally, this condition does not 
apply to those persons who reside in Uzbekistan perma- 
nently. By the way, it has been proposed that the housing 
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auctions be conducted by permanently operating insti- 
tutions. The following categories of housing could be put 
on the block at such auctions: not only apartments 
registered with the Mayor's Office, but also those of 
enterprises engaged in building housing and having a 
surplus of it, those of construction and contracting 
Organizations—because of overfulfilled tasks assigned by 
the plan. Private persons may also acquire housing at an 
auction, as may enterprises for their own employees, 
foreign citizens, and juridical persons. 


Thus, the privatization of state apartments has become 
for many citizens of this republic the first, solid, substan- 
tial, private property ownership under the conditions 
whereby this republic is making the transition to market 
relations. 


REGIONAL AFFAIRS 


Uzbek Help for Tajik Anti-Islamic Elements 


93US0221A Moscow NEZAVISIMAYA GAZETA 
in Russian 11 Dec 92 p 3 


[Igor Rotar report: “Tashkent Is Helping Dushanbe’s 
Anti-Islamists?: Coverage From the Uzbek-Tajik 
Border’’] 


[Text] The work of a journalist on the Uzbek-Tajik 
border is reminiscent of the work of an intelligence 
officer. All attempts to obtain information from official 
sources there are futile. Your author was forced to work 
“under deep cover” and for this reason apologizes to the 
Uzbek authorities in advance for possible inaccuracies. 


Tashkent’s reluctance to disclose to the press problems 
of the zone bordering Tajikistan is easily explained. Even 
today it is obvious that Tashkent is rendering the anti- 
Islamic detachments diverse assistance. As NEZAVISI- 
MAYA GAZETA has already observed, people who had 
arrived in motor vehicles with Surkhandar plates 
(Uzbekistan) had, as Amidzhon Solibayev, chairman of 
Tajikistan’s National Security Committee, maintained, 
participated in the assault on Dushanbe together with 
militants of the anti-Islamic People’s Front of Tajikistan. 
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Despite the fact that the border is under the strict control 
of Uzbekistan’s interior forces, militants of the People’s 
Front of Tajikistan cross over on passes issued by the 
field commanders to the contiguous territory without let 
or hindrance. And feel very much at ease here, what is 
more. Thus your NEZAVISIMAYA GAZETA corre- 
spondent witnessed how in the hotel of the Uzbek 
community of Uzun a Kulyab militant interrogated two 
“suspicious” Tajik juveniles who had come to Uzbeki- 
stan from Garm (the area of Tajikistan supporting the 
Islamic-democratic opposition). 


Nor is Ibod, leader of the Tursunzade-Regar militarized 
detachments, forgetting Uzbekistan. Inhabitants 
Uzbekistan’s border areas know this person very well. 
Ibod is half-Uzbek, and he has many relatives here. In 
the stagnation years he was an Ikarus bus driver, his 
route running from the Tajik city of Regar to the Uzbek 
Denad. He then became an “honest racketeer’’—he 
“took money from the rich to give to the poor.” The 
Tajik strife abruptly altered the life of the former 
driver—his forward militarized detachments have 
already approached the suburbs of the Tajik capital. 
Today Ibod comes to Uzbekistan for business meetings 
with the local district authorities and the Uzbek “border 
guards.” In his three days spent at the border your 
NEZAVISIMAYA GAZETA correspondent spotted the 
Tursunzade field commander in Uzbekistan twice. It is 
rumored that the appearance among the Regar milita- 
rized groupings of tanks and armored equipment is 
connected with Ibod’s visit to Uzbekistan. There have 
been no instances of tanks having been driven away from 
the 201 st Russian Motorized Infantry Division stationed 
in Tajikistan but there is Uzbek armored equipment on 
the border—just several dozen kilometers from Regar. 


While having given the People’s Front of Tajikistan the 
go-ahead, Tashkent is adopting quite tough measures in 
respect to its adversaries. Thus refugees—Garm Tajiks 
(women and children included)—are being returned to 
Tajikistan from Uzbekistan. It is known that Ibod’s 
militants are summarily executing Islamists. 


The mere fact of the Uzbek leadership’s indulgence of 
one of the antagonists does not merit condemnation. But 
in this case assistance is being rendered to groupings 
violating the armistice and ceasefire agreement reached 
with the mediation of the leadership of Tajikistan. 











